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THE TRADEMARK REPORTER” 


Part | 


An amendment to the law relating to the importation o! 
goods bearing trademarks has been proposed. The amendment 
is in the form of proposed legislation introduced in the House 
of Representatives by Representative Celler and identified as 
H.R. 7234 (sometimes called the Celler Bill). 

As of this writing the legislation has not been enacted. 
However, the proposal has engendered considerable discussion 
and interest. The Trademark Reporter® is fortunate in obtaining 
two articles relating to this subject which are printed in this 
issue. 

For ready availability the present laws relating to importa- 
tion of goods bearing trademarks and H.R. 7234 (the Celler Bill) 
are printed in full (pp. 669-673) preceding the article in opposition 
thereto by Walter J. Derenberg (p. 674) and the article in sup- 


port of the position that the importation of genuinely marked 
goods is not a trademark problem by E. C. Vandenburgh (p. 707). 


ArtHur A. Marcu 
Editor-in-Chief 


SECTION 42. 
Importation of Goods Bearing Infringing Marks or Names Forbidden 


That no article of imported merchandise which shall copy or simulate 
the name of * any domestic manufacture, or manufacturer, or trader, or of 
any manufacturer or trader located in any foreign country which, by treaty, 
convention, or law affords similar privileges to citizens of the United States, 
or which shall copy or simulate a trademark registered in accordance with 
the provisions of this Act or shall bear a name or mark calculated to induce 
the public to believe that the article is manufactured in the United States, 
or that it is manufactured in any foreign country or locality other than the 
country or locality in which it is in fact manufactured, shall be admitted 
to entry at any customhouse of the United States; and, in order to aid the 
officers of the customs in enforcing this prohibition, any domestic manu- 
facturer or trader, and any foreign manufacturer or trader, who is entitled 
under the provisions of a treaty, convention, declaration, or agreement 


3. The word “the” appears at this point in the Act through typographical error. 
669 


a 





| 
/ 
| 
| 
| 





670 THE TRADEMARK REPORTER Vol. 49 T. M. R. 








between the United States and any foreign country to the advantages 
afforded by law to citizens of the United States in respect to trademarks 
and commercial names, may require his name and residence, and the name 
of the locality in which his goods are manufactured, and a copy of the 
certificate of registration of his trademark, issued in accordance with the 
provisions of this Act, to be recorded in books which shall be kept for this 
purpose in the Department of the Treasury, under such regulations as the 
Secretary of the Treasury shall prescribe, and may furnish to the Depart- 
ment facsimiles of his name, the name of the locality in which his goods are 
manufactured, or of his registered trademark, and thereupon the Secretary 
of the Treasury shall cause one or more copies of the same to be transmitted 
to each collector or other proper officer of customs (15 U.S.C. 1124). 





TARIFF ACT OF 1930, SEC. 526 


(a) That it shall be unlawful to import into the United States any 
merchandise of foreign manufacture if such merchandise or the label, 
sign, print, package, wrapper, or receptacle, bears a trademark owned 
by a citizen of, or by a corporation or association created or organized 
within, the United States, and registered in the Patent Office by a person 
domiciled in the United States, under the provisions of the Act entitled “An 
Act to authorize the registration of trademarks used in commerce with 
foreign nations or among the several States or with Indian tribes, and to 
protect the same,” approved February 20, 1905, as amended, if a copy of 
the certificate of registration of such trademark is filed with the Secretary 
of the Treasury, in the manner provided in section 27 of such Act, unless 
written consent of the owner of such trademark is produced at the time of 
making entry. 


(b) Any such merchandise imported into the United States in violation 
of the provisions of this section shall be subject to seizure and forfeiture for 
violation of the customs laws. 


(ec) Any person dealing in any such merchandise may be enjoined from 
dealing therein within the United States or may be required to export or 
destroy such merchandise or to remove or obliterate such trademark and 
shall be liable for the same damages and profits provided for wrongful use 
of a trademark, under the provisions of such Act of February 20, 1905, 
as amended (June 17, 1930, ch. 497, title IV, sec. 526, 46 Stat. 741). 
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H. R. 7234 
86TH CONGRESS 
lst SESSION 
IN THE HOUSE OF REPRESENTATIVES 
May 19, 1959 


Mr. CELLER introduced the following bill; which was referred to the Com- 
mittee on the Judiciary 


A BILL 


To amend the Act entitled “An Act to provide for the registration and 
protection of trademarks used in commerce, to carry out the provisions 
of certain international conventions, and for other purposes,” approved 
July 5, 1946, with relation to the importation of trademarked articles 
and for other purposes. 


Be it enacted by the Senate and House of Representatives of the Umted 
States of America in Congress assembled, That the Act entitled “An Act 


to provide for the registration and protection of trademarks used in com- 
merce, to carry out the provisions of certain international conventions, and 
for other purposes,” approved July 5, 1946 (60 Stat. 427), is amended 
as follows: 


Section 42 (15 U.S.C. 1124) is amended by striking the entire section 
and inserting in lieu thereof the following: 


“Sec. 42. (a)(1) It shall be unlawful to import into the United 
States any article of merchandise which bears a counterfeit of any 
mark registered for the same kind of merchandise under the Act of 
March 3, 1881, or under the Act of February 20, 1905, or on the Prin- 
cipal Register established by this Act, the registration of which is in 
force and effect: Provided, That the registrant has deposited a copy of 
the registration of the mark in the Department of the Treasury under 
such regulations as the Secretary of the Treasury shall prescribe. 


“(2) This section shall not prohibit the importation into the 
United States of any article of merchandise which is determined to be 
free of duty pursuant to the Act of December 5, 1942, as amended, or 
is acquired in a foreign country by any person arriving in the United 
States if the article is for his personal use, as a gift or otherwise, and 
not for sale. 


“(b) (1) Except as hereinafter provided, the remedies set forth in 
sections 32 to 40, inclusive, of this Act shall be available against any 
person who imports for sale in the United States any foreign-made 
article which bears a mark in contravention of subsection (a) (1) of this 
section ; or which bears a colorable imitation of any mark registered in 
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the Patent Office; or which is labeled or marked in contravention of 
section 43(a) of this Act. The remedies set forth in said sections 32 
to 40, inclusive, and in this section shall not be available against an 
importer or seller of goods bearing a mark registered to an agent, 
authorized distributor, or subsidiary of, or to a person who is affiliated 
with or controlled by, a foreign manufacturer or merchant who uses 
the registered mark to identify and distinguish his goods. 


“(2) Upon the filing of a civil action under the provisions of 
paragraph (1) of this subsection, the court shall order that the article 
or articles complained of be thereafter detained in customs custody 
upon such terms as a bond as the court considers proper for the security 
of the rights of the importer in the event the matter complained of is 
finally held not to violate the rights of the plaintiff: Provided, That 
any article or articles so detained may be released from customs 
eustody upon written consent of the plaintiff, or upon the filing by the 
importer of a bond conditioned for full satisfaction of the judgment, 
together with costs, in the event the matter complained of is finally held 
to violate the rights of the plaintiff. 


“(3) Whenever the importation of any article or articles bearing 
the matter complained of has been enjoined by final judgment or order, 
a certified copy of such judgment or order may be filed with the 
Secretary of the Treasury or his delegate who thereupon shall notify 
all collectors of customs that importation of such articles bearing such 
matter shall be thereafter prohibited. 


“(e) Any importer of articles detained under paragraph (2) of 
subsection (b) of this section may seek relief against the registrant by 
filing an action for declaratory judgment to determine whether or not 
the matter complained of violates the rights of such registrant. Such 
action shall be instituted in the district court of the United States 
for the district where such registrant has his place of business or is 
domiciled ; or if he has no place of business or is not domiciled in the 
United States, in the district where his United States representative, 
if any, designated in accordance with subsection (d) of section 1 of this 
Act, is domiciled; or if he has no such United States representative, in 
the district where the article or articles are detained, by serving process 
on the officer or employe whom the Secretary of the Treasury authorizes 
to accept such process. 


“(d)(1) Any article prohibited from importation under this sec- 
tion may be exported under customs supervision at any time, but such 
exportation shall not abate or impair any judicial proceeding instituted 
hereunder. 


“(2) Any article prohibited from importation under this section 
shall, if not exported or destroyed within such time as the Secretary 
of the Treasury shall prescribe, be seized and disposed of in the manner 
prescribed for the seizure and disposal of merchandise imported in 
violation of the customs laws, but no such article shall be sold within 
the United States except for exportation unless the offending matter 
is obliterated or removed therefrom. 


“(e) The Secretary of the Treasury is authorized to promulgate 
such regulations as may be necessary to carry out the provisions of this 
section.” 
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Sec. 2. Section 45 of this Act (15 U.S.C. 1127) is amended by chang- 
ing the period at the end of the sentence defining “counterfeit” to a comma 
and adding, “but it does not include a mark used by a foreign manufacturer 
or merchant to identify and distinguish his goods and registered to a person 
who is an agent, authorized distributor, or subsidiary of, or who is affiliated 
with or is controlled by, such foreign manufacturer or merchant. The term 
‘affiliated,’ as employed herein and in section 42(b)(1), shall include, but 
not be limited to, an exclusive or a nonexclusive distribution contract and 
any arrangement whereby the person has a continuing contractual rela- 
tionship or understanding, express or implied, with the foreign manufac- 
turer or merchant with regard to the mark.” 


Sec. 3. Section 526 of the Tariff Act of 1930 (June 17, 1930, ch. 497, 
46 Stat. 741; 19 U.S.C. 1526) is repealed. 


Sec. 4. This Act shall take effect on approval. 
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CURRENT TRADEMARK PROBLEMS IN FOREIGN TRAVEL 
AND THE IMPORT TRADE?’ 


A Critical Analysis of the Purpose, Scope and Effect of H.R. 7234? 


By Walter J. Derenberg’® 


I. 


Legislative Origin of H.R. 7234 


Almost four decades ago, a distinguished federal judge made 
the following observation with regard to the basic nature of trade- 
mark protection: 


“It is not yet settled (1921) whether a trademark is to be 
primarily regarded as protecting the trademark owner’s busi- 
ness from a species of unfair competition or protecting the 
public from imitations.” * 


Believing that the exclusive right of a United States trademark 
owner may be infringed even by importation and sale of a genuine 
foreign-made product under the U.S. registered trademark, Judge 
Hough took issue with the view expressed by his two colleagues 
on the bench that “if the goods sold were the genuine goods cov- 
ered by the trademark, the rights of the owner of the trademark 
were not infringed.” When the Supreme Court, in a unanimous 
decision, adopted the view of the dissenting judge,° American busi- 
ness and the legal profession were perhaps justified in assuming 
that the theretofore “unsettled” question concerning the legal 


+ 4,25—-EFFECT OF REGISTRATION—THE PRINCIPAL REGISTER—IMPORTATIONS. 

1, From an address delivered at the 82nd Annual Meeting of The United States 
Trademark Association held at Pocono Manor Inn, Pocono Manor, Pa., May 22-23, 1959. 

Since H.R. 7234 had just been introduced in Congress a few days before the meet- 
ing, no detailed analysis of the bill and its implications could be presented at that 
time; this paper has therefore been considerably enlarged so as to offer an analysis of 
the effects which, if enacted, the bill would have with regard to the foreign trade, and 
especially the import trade of the United States. 

2. “A Bill to amend the Act entitled ‘An Act to provide for the registration and 
protection of trademarks used in commerce, to carry out the provisions of certain inter- 
national conventions, and for other purposes,’ approved July 5, 1946, with relation to 
the importation of trademarked articles and for other purposes,” 86th Cong., 1st Sess., 
introduced May 19, 1959, by Congressman Celler and referred to the Committee on 
the Judiciary. 

3. Member of the New York Bar, Professor of Law, New York University Law 
School. 

4. Judge Hough in his dissenting opinion in A. Bourjois g Co. v. Katzel, 275 
Fed. 539, 543, 11 TMR 211 (C.C.A. 2, 1921). 

5. A. Bourjois § Co. v. Katzel, 260 U.S. 689, 13 TMR 69 (1923). 
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attributes of trademark ownership and registration in the name 
of an exclusive distributor, licensee or assignee had now become 
resolved in favor of making the remedies of trademark infringe- 
ment and unfair competition available to them as against importa- 
tion of genuine trademarked merchandise originating from a for- 
eign affiliate. As far as statutory protection against importation 
of infringing foreign-made merchandise was concerned, the re- 
enactment in 1946 of Section 27 of the predecessor Trademark Act 
of 1905 (now Section 42 of the new Trademark Act)* as well as 
the retention of Section 526 of the Tariff Act of 1930,’ suggested 
that the exercise of the privileges afforded by these statutory pro- 
visions had not, as of 1946, met with the disapproval of the Legisla- 
ture or by the courts. 

However, in more recent years, attempts have been made on 
all three levels of government, the administrative, judicial and 
legislative, which would drastically curtail the statutory protec- 
tion now available under Section 42 of the Act of 1946 and which 
would repeal Section 526 of the Tariff Act in its entirety. These 
have now culminated in the introduction in Congress of H.R. 7234.® 


In order fully to understand and evaluate the purpose and pos- 
sible effect of this proposed legislation, it is necessary to bear 


6. 60 Stat. 440 (1946), 15 U.S.C. Sec. 1124 (1952). 

7. 46 Stat. 741 (1930), 19 U.S.C. Sec. 1526 (1952). It appears to be generally 
conceded today that Section 526 of the Tariff Act was not repealed as the result of 
the passing of the Trademark Act of 1946, although the possibility of such repeal 
was suggested in ROBERT, THE NEW TRADE MARK MANUAL (1947), at page 182: 

“The provision of the new Act appeared in the Act of 1905 and was supplemented 
by an amendment to the Tariff Act of 1930. The Tariff Act amendment was re- 
pealed by the passage of the new statute, but the regulations of the Secretary of 
the Treasury are not necessarily affected by the repeal.” 

8. It should be noted, however, that the Government had previously sought to 
revise Sections 42 and 526 in connection with the so-called “Customs Simplification” 
Bill, H.R. 9476 (also known as the Byrnes Bill). That bill, which was erroneously said 
to be “uncontroversial,” sought, contrary to H.R. 7234, to repeal Section 42 of the Act 
of 1946 outright, and to revise Section 526 of the Tariff Act in two major respects: 
(1) It would have made Section 526 inapplicable in any situation in which there existed 
between the U.S. trademark registrant and the foreign manufacturer the relationship 
of “branch-factory, parent-subsidiary, agency, licensee, partnership, or similar rela- 
tionship,” and (2) it would also have made Section 526 inapplicable with regard to 
those articles which may be entered free of duty under the various statutory travel 
exemptions. Both of these proposals were subsequently withdrawn but appeared again 
in the Wiley Bill, 8. 2540, as reported by Senator Wiley on August 5, 1954. The Wiley 
Bill proposed, in Section 26, to amend Section 42 of the Act of 1946 in the same way 
in which the Byrnes Bill sought to amend Section 526 of the Tariff Act. However, the 
proposed amendment was stricken on the Senate floor on August 11, 1954, and the bill 
passed the Senate without this amendment but failed to pass the House during the 83d 
Congress. During the first session of the 84th Congress, Senator Wiley reintroduced 
S. 2540 as S. 215, on January 10, 1955. The new bill did not include any revision of 
either Section 42 of the Trademark Act of 1946 or Section 526 of the Tariff Act. 
S. 215 was referred to the Committee on the Judiciary and subsequently failed of 
enactment, 
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in mind four developments, all of which are reflected in the recent 
bill. 


1. There have been mounting complaints that strict enforce- 
ment of existing import restrictions in cases of importation by 
returning American tourists results in unnecessary annoyance and 
embarrassment to travelers. It has been recommended, therefore, 
that Section 526, if it were retained at all, should be applicable 
only in connection with importation for commercial purposes, 
rather than purchases for personal use or as gifts. 


2. In a number of recent decisions, the Commissioner of 
Patents has questioned the legal status of U. S. registrants, who, 
despite an assignment or an exclusive distributorship, were not 
regarded the true “owners” of the trademarks.’° 


3. The Bureau of Customs, in 1936, by T. D. 48,537, ruled 
that merchandise manufactured in a foreign country under a trade- 
mark is not to be deemed to “copy or simulate” the United States 
trademark if the foreign mark and the United States mark are 
owned by the same person.’® This rule was continued in Article 537 
of the Customs Regulations of 1937 and again in those of 1943.” 
In December 1953, the Customs Regulations were further re- 
stricted in several important respects. Rather than referring to 
the “same person,” Section 11.14(b) of the Regulations as amended 
December 17, 1953, made Section 526 inapplicable wherever the 
foreign trademark and the United States trademark were owned 
by “the same person, partnership, association, or corporation, 
or by a related company as defined in Section 45 of the Trademark 
Act of 1946.” It was further provided that in recording trade- 
marks, the name and address of each related company was to be 
stated.” As a result, the Bureau has, since 1953, denied the privi- 
lege of Section 526 to those U. S. registrants-distributors who are 


9. Cf., for instance, Ex parte E. Leitz, Inc., 105 USPQ 480, 481, 45 TMR 855, 
857 (Com’r, 1955); Roger § Gallet v. Janmarie, Inc., 107 USPQ 295, 46 TMR 627 
(Com’r, 1955), and other cases discussed in the writer’s reports to the American Bar 
Association on the 9th, 10th and 11th years of Administration of the Lanham Act, 46 
TMR 1017, 1045, et seq. (1956) ; 47 TMR 879, 899 (1957); 48 TMR 1037, 1058 (1958). 
The above-mentioned cases were appealed and the appellate courts have restored the 
U.S. registrants to their former status. See note 49, infra. 

10. Customs Regulations 1931, art. 518(b), as amended. 

11. C.F.R., title 19, Sec. 11.14; Federal Register, June 18, 1943, p. 8300. 

12. Sec, 11.15, as amended Dec. 17, 1953. 
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“related” to a foreign manufacturer or who are considered to be 
members of one overall international enterprise. 

However, presumably in view of the impending introduction 
in the Congress of H.R. 7234, the Bureau has just changed its 
regulations back to the pre-1953 wording, so that as of July 1959, 
the rights under Section 526 of the Tariff Act may once again be 
invoked even in cases where the U. S. registrant had been previ- 
ously disqualified as a ‘“‘related company” as defined in Section 45 
of the Act of 1946." 


4. The Department of Justice, in its recent civil antitrust 
proceeding against three leading perfume importers,’* charged 
the importers with monopolization under Section 2 of the Sherman 
Act,” as a result of recordation of their United States trademark 
registrations with the Bureau of Customs in accordance with 
Section 526 of the Tariff Act of 1930. The district court sustained 
the Government’s charges on the theory that the recordation privi- 
lege could not be invoked by the U. S. member of an overall “inter- 
national enterprise” and that the policing and exclusion of mer- 
chandise bearing the trademarks of the foreign manufacturers 
were in violation of the monopoly section of the Sherman Act.** 
After the Supreme Court had noted jurisdiction and after the 
three defendants had filed their briefs in that Court,’’ the Solicitor 
General took the unprecedented step of filing a motion in the 
Supreme Court to vacate the lower court’s judgments and to 
remand the cases for purposes of dismissal. The district court 
subsequently dismissed the cases with prejudice in accordance 


13. Federal Register, May 1, 1959, p. 3513, to become effective as of July 1, 1959. 

14. U.S. v. Guerlain, Inc., U.S. vy. Parfums Corday, Inc., U.S. v. Lanvin Parfums, 
Inc., Civ. Acs. Nos. 93-267, 93-268, 93-269, filed May 28, 1954, U.S. District Court, 
Southern District of New York. 

15. 26 Stat. 209-10, 15 U.S.C. Sec. 2. 

16. U.S. v. Guerlain, Inc., etc., 155 F.Supp. 77, 47 TMR 1087 (D.C., 8.D. N.Y., 1957). 
The court held that Section 526 “may apply only to the advantage of an independent 
American trademark owner which may, by registering a trademark of a foreign pro- 
ducer in its own name, prevent the importation of authentic products by anyone else”; 
it further declared that “the provision does not apply to the American part of a 
single international enterprise to enable it to prevent the importation into the United 
States of authentic products sold abroad by the foreign part of the enterprise.” (155 
F.Supp. 77, 80, 47 TMR 1087, 1089.) For a penetrating analysis of the district court’s 
decision both in its trademark and antitrust aspects, see Handler, “Trademarks—Assets 
or Liabilities?” 48 TMR 661 (1958). Professor Handler points out that, regard- 
less of any aspect of trademark law, the court’s conclusion that each trademarked 
perfume constituted a separate market under the monopoly section was contrary to the 
Supreme Court’s decision in the “Cellophane” case, U.S. v. E. I. duPont de Nemours 
& Co., 351 U.S. 377 (1956), as well as other antitrust precedents. 

17. The writer was co-counsel for one of the respondents in the United States 
Supreme Court. 
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with the Government’s motion and with the consent of the respon- 
dents.*® 

In his motion to vacate, the Solicitor General advised the 
Court that the Government, with the support of “all interested 
Departments of the executive establishment (the Departments of 
Justice, Treasury, State, and Commerce)” would in the next ses- 
sion of Congress seek legislation “designed to make it clear that 
trademark protection is not available to prohibit the importation 
of a product legitimately marked by an affiliate of the trademark 
owner.” It was further stated that: “The problem which is central 
to this litigation will thus be laid before that branch of govern- 
ment, the legislative, which is best equipped to deal with it in all 
its ramifications.” 

H.R. 7234 represents this Government-sponsored proposal. 


II. 
Purpose, Scope and Effect of H.R. 7234 


It is important to realize at the outset that H.R. 7234 does 
not carry the sponsorship of any individual or organization inter- 
ested in the preservation and effective protection of trademark 
rights, but is in the nature of an antitrust act, seeking to eliminate 
or severely restrict certain privileges which, until now, have been 
considered inherent in the concept of trademark ownership and 
not in conflict with the antitrust laws. 

It should be even more strongly emphasized that this legisla- 
tion is not directed solely toward alleviating trademark restric- 
tions with regard to imports for personal use, but in its principal 
features is intended to apply to the entire import trade and to all 
importations for commercial distribution and resale. When exam- 
ined in this light, it becomes immediately apparent that the stated 
purpose “to eliminate a source of annoyance, irritation and em- 
barrassment to American travelers” is a relatively minor feature 


18. U.S. v. Guerlain, Inc., etc., 172 F.Supp. (D.C., S.D. N.Y., 1959). In his deci- 
sion dismissing the case with prejudice, Judge Edelstein said: “The basis for this 
unusual and perhaps unique procedure is said to be a policy decision arrived at only 
during the pendency of the appeals, that the main problem involved was inappropriate 
for judicial resolution in antitrust litigation. It has been represented that previous 
disagreement within the Executive Branch has been reconciled, and that the public inter- 
est would be better served by an attempt to get a legislative resolution to the same 
effect as the decision of this Court. 

“The ‘main problem’ referred to is the meaning of the Tariff Act of 1930 (19 U.S.C. 
Sec. 1526), the Government having contended that it did not make protection available 
against imports of trademarked goods, where the American concern seeking such pro- 
tection is affiliated with the foreign company whose legitimately marked goods it seeks 
to exclude.” 
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of the bill and that it may well be possible to modify existing 
legislation so as to alleviate this tourist situation without removing 
one of the cornerstones of trademark protection for the import 
trade of the United States. 

It is essential, therefore, in considering H.R. 7234, to separate 
the problem of importation for personal use from the far more 
serious proposal of exempting all commercial import traffic from 
presently available trademark safeguards. 


1. The Problem of the Returning American Tourist 
H.R. 7234 provides, in Section 42(a), subparagraph (1), that 
importation of merchandise bearing a “counterfeit” of a registered 
trademark shall be unlawful, but that (subparagraph (2)): 


“This section shall not prohibit the importation into the United 
States of any article of merchandise which is determined to 
be free of duty pursuant to the Act of December 5, 1942, as 
amended, or is acquired in a foreign country by any person 
arriving in the United States if the article is for his personal 
use, as a gift or otherwise, and not for sale.” 


This is not the first legislative effort in recent years to liberalize 
Section 526 of the Tariff Act with regard to importation for per- 
sonal use. Indeed, as recently as January 20, 1959, Senator Javits 
introduced S. 542,’ which proposes to exempt from both Section 42 
of the Trademark Act and Section 526 of the Tariff Act any arti- 
cles determined to be free of duty under various provisions of 
the Customs laws. There would seem to be fairly general agree- 
ment that it may not too seriously affect American business and 
trademark owners if the existing laws were modified so as to pro- 
vide a reasonable exemption for merchandise imported by return- 
ing tourists for personal use, or for gift purposes. It appears, 
however, that neither the Javits bill, S. 542, nor H.R. 7234 suffi- 
ciently cireumscribe the limits within which such importations 
for personal use should be permissible. More particularly, H.R. 
7234 is either ambiguous or completely silent with regard to the 
following important points: 


(1) The tourist exemption of H.R. 7234, as presently worded, 
appears to cover not only genuine foreign-made merchan- 
dise but “counterfeits” as well. This follows from the ar- 
rangement of Section 42(a)(2), which commences with 


19. 86th Cong., 1st Sess., referred to the Committe on Finance. 
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the words, “This section shall not prohibit, ete.”—‘this 
section” being the general prohibition of importation of 
counterfeits. It would thus be possible for the returning 
tourist to bring quantities of merchandise into the United 
States which would not even legitimately bear the foreign 
manufacturers’ trademarks but which could not be pre- 
vented from entering the United States even if the mer- 
chandise bearing the trademark were a fake. If it be 
remembered how readily the reputation of a successful 
product may be destroyed, it may well be argued that such 
spurious merchandise should not be permitted entry even 
when imported for gift purposes and not for resale. Suf- 
fice it to recall how seriously the reputation of the BuLova 
watch was threatened by persons bringing back to the 
United States BuLova-marked watches from Mexico, which 
were held by the United States Supreme Court to infringe 
upon the Bulova Watch Company’s United States trade- 
mark rights, even though the defendant had fraudulently 
obtained a Mexican registration for that well-known 
name.” 


Indeed, it has been seriously questioned whether impor- 
tation of such spurious merchandise, be it for personal 
use or on a commercial scale, should be permitted even 
if the U. S. registrant would give his consent thereto (as 
he may, at least theoretically, do under the present law). 
During the Hearings on H.R. 82,” one of the predecessor 
bills to the Trademark Act of 1946, Mr. Martin, the gen- 
eral counsel of the Tariff Commission stated : 


“There is one other important question, Senator, that 
I should like to raise. Under the bill as it is now 
drafted, it appears that the owner of a mark could 
give consent to the entry of a spurious mark. That 
is, the law says that goods bearing a mark which 
infringes a mark on the register are forbidden entry 
unless the owner of the mark consents to the entry. 
There is not much protection to the public to permit 
entry in that case.” * 


While Mr. Martin’s suggestion of not permitting a waiver 
by the U. S. registrant in connection with spurious arti- 


20. Steele v. Bulova Watch Co., 344 U.S. 280, 95 USPQ 391, 43 TMR 57 (1952). 
See Derenberg, Federal Jurisdiction Over Trade-Mark Infringement and Unfair Com- 
petition Abroad, 42 TMR 294 (1952). 

21. Hearings before a Subcommittee of the Committee on Patents, U.S. Senate, 
78th Cong., 2d Sess., on H.R. 82 (Nov. 15 and 16, 1944), at p. 79 et seq. 

22. Ibid., p. 81. 
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cles was not incorporated in either Section 42 of the Act 
of 1946 or Section 526 of the Tariff Act, it certainly 
reflects the need of protection on the part of the American 
public against importation of spurious merchandise; there 
was no hint throughout these or any other hearings on 
trademark legislation that the U. S. trademark owner 
should be deprived of the absolute right to keep out 
counterfeit merchandise bearing a trademark constituting 
a counterfeit even under the law of the country of expor- 
tation, regardless of whether the importation was in- 
tended for personal use, for gift purposes, or for pur- 
poses of resale. No relaxation of the existing restrictions 
with regard to returning tourists should be favored which, 
under the guise of “personal use,” would permit uncon- 
trolled entry into the United States of counterfeit 
merchandise.”* 


H.R. 7234 would apply not only to returning American 
tourists but “to any person arriving in the United States.” 
This brings to mind the situation when immigrants, who 
were sometimes unable even to pay their passage to the 
United States, were found to have among their “personal 
belongings” considerable quantities of foreign-made 
photographic equipment, watches, and other articles, 
which they had been asked to bootleg into the U. S. retail 
market after arrival here. Under H.R. 7234, the United 
States trademark owner would have no remedy to stop 
such importation or sue for infringement. 


23. It is interesting to note that as far back as 1930, a suggestion was made and 
favorably acted upon by the Senate of the United States in connection with the re- 
enacting of Section 526 as part of the Tariff Act of 1930, not even to permit an 
American trademark owner to consent to the importation of goods bearing his own 
trademark and originating from one of his foreign manufacturing divisions or subsidi- 
aries for another and entirely different reason: it was argued on behalf of American 
labor that such foreign manufacturing divisions might constitute a serious threat to 
U.S. production and the employment situation here if it would be within the U.S. 
manufacturer’s discretion to permit importation of such foreign-made products. In other 
words, it was urged that, in return for the protection of Section 526 of the Tariff 
Act, American manufacturers should be bound by statute not to consent to importation 
from their own subsidiaries or foreign divisions. The Senate actually passed the bill 
in this form, i.e., with the consent feature eliminated, but the House of Representa- 
tives restored this language and in its final form Section 526 was reenacted in its 
original language. (71 Cong. Rec. 2126; H.R. Rep. No. 1892, 71st Cong., 2d Sess., 
1930.) There is no suggestion in this legislative history that Section 526 might not be 
available to U.S. manufacturers which form “a single international enterprise with 
foreign subsidiaries or divisions”; on the contrary, it was assumed all along that pro- 
tection of the U.S. manufacturer against self-competition, through the medium of trade- 
mark recordation, was one of the primary purposes of the legislation. As will be pointed 
out below, under “3, Effect of H.R. 7234 on Manufacturing Licensees and Affiliates,” 
the enactment of H.R. 7234 would result in a complete reversal of this policy. 








682 THE TRADEMARK REPORTER Vol. 49 T. M. R. 


(3) H.R. 7234 would make no exception for importation by 
mail, which, if permitted, might in certain industries seri- 
ously interfere with the orderly distribution of imported 
merchandise. 

(4) No exception is proposed for returning crew members 
who regularly travel between the United States and for- 
eign countries. 


Apart from these specific objections, it would seem that, 
generally speaking, the “annoyance, irritation and embarrass- 
ment” on the part of returning American tourists has been some- 
what exaggerated because of its ready and superficial appeal to 
the legislators and the American public.* It should not be over- 
looked that the existing restrictions actually are enforced only 
in a few industries that face special problems in connection with 
importation from abroad, such as, particularly, the perfume, op- 
tical, jewelry and a relatively few other industries. Even with 
regard to these, the Bureau of Customs regularly issues a pamphlet 
entitled “Tourists Trade-Mark Information,” which is revised 
every six months or so, and which specifically sets forth import 
restrictions with regard to each protected item.” It is, of course, 
true that relatively few American tourists are sufficiently familiar 
with this information and that they may learn about it only after 
having consummated their purchases abroad. But it should not 
be too difficult for the Bureau of Customs (despite possible budget 
limitations) to make certain that every American tourist, upon 
securing his passport or his passage, be furnished with the perti- 
nent information. Moreover, the Bureau of Customs has for some 
time protected returning tourists against new or revised restric- 
tions which had not been included in the “Tourists Trade-Mark 
Information” pamphlet in effect at the time of the tourist’s pur- 
chase, by permitting the entry of noncommercial importations until 
publication of the revised pamphlet. In other words, noncommer- 
cial importations, which, for this purpose, are defined to include 
importations by tourists or members of the Armed Forces, for 
their personal use and not for sale, will not be interfered with, 


24. For a typical illustration of adverse publicity see the leading article, Trade- 
Mark Law Lets U.S. Concerns Set Up Own Import Barriers, WALL STREET JOURNAL, 
March 7, 1956, p. 1, col. 1. 

25. The Commissioner of Customs states, in the foreword of this pamphlet: “Under 
the trademark laws the owner of a trademark or trade name may record his mark or 
name with the Treasury Department. The purpose of doing this is to give the owner 
protection against the importation of merchandise bearing illegal or unauthorized copies 
of the mark, and the importation of goods bearing the genuine mark in the case of a 
domestic owner.” 
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if the restriction had not been publicly and officially announced 
by the Bureau at the time of the purchase abroad.** In addition, 
it should not be overlooked that, with regard to items solely im- 
ported for personal use, all import restrictions can be avoided 
by removing the trademark or the label bearing the trademark 
from the product.” 

Notwithstanding these observations, a statutory relaxation of 
Section 526 of the Tariff Act for the benefit of returning tourists 
should be favored, but in view of the obvious misuses which would 
result from uncontrolled or unlimited importations “for personal 
use” or as gifts, some safeguards should be written into the pro- 
posed legislation which would insure against misuse of this privi- 
lege on the part of the returning tourist.” 


2. Effect of H.R. 7234 on Nonmanufacturing U.S. Exclusive 
Distributors, Licensees and Assignees 


It is with respect to these American merchants that H.R. 7234, 
if enacted, would have a profound impact, since it would in one 


26. There can be no doubt that the arbitrary exercise of the recordation privilege 
of Section 526 on the part of some U.S. trademark owners, and particularly their 
inconsiderate attitude toward the Customs officials and the traveling public alike re- 
sulting from too frequent changes and new instructions with regard to importation of 
their products from abroad have in the past contributed to unnecessary confusion and 
complications in the administration of the Section. More recently, however, some of 
the leaders of the various affected industries have recognized this fact and have attempted 
to provide the public and the Customs officers with more permanent and uniform 
instructions. 

27. For that reason, Senator Sutherland, in sponsoring the enactment of Section 
526, stated: “The prohibition against the shipping over to this country of merchandise 
upon specific trade-marks which have been bartered away to citizens of the United States 
does not create a monopoly at all, nor does it prevent the shipping over to this country 
of the identical merchandise, having the same constituent elements as are protected by 
the trade-mark.” (62 Cong. Rec. 11603, 67th Cong., 2d Sess., 1922). 

28. The extent of these limits and how they may be related to the amount of 
duty-free merchandise which may be imported into the United States by returning 
travelers is a question of legislative detail which should be carefully examined in the 
light of availability of enforcement sanctions against misuse of this privilege. It 
appears that presently existing sanctions with regard to commercial resale of mer- 
chandise declared to have been purchased for personal use or as gifts are rarely, if 
ever, enforced. 

It may be noted in passing that there are also numerous ambiguities in H.R. 7234 
with regard to the proposed procedure for detention by the Customs of spurious mer- 
chandise. Section 42(a)(1), on its face, makes such importation “unlawful” but does 
not—as does Section 42 of the present Trademark Act—provide that such merchandise 
shall not be “admitted to entry.” On the contrary, Section 42(b)(2) seems to suggest 
that such merchandise shall not be detained unless a court shall order the detention 
upon the filing of a civil action. If H.R. 7234 were intended to vest the Customs 
officers with authority to pass on the issue of a “counterfeit,” the proposed statutory 
language would seem to throw considerable uncertainty upon such intended authority. 

An additional ambiguity would seem to exist with regard to the interrelationship 
between the civil action to be filed under Section 42(b)(2) and the proposed declara- 
tory judgment action to be available to the importer under Section 42(c). Does this 
section contemplate the instituting of two simultaneous law suits dealing with the same 
set of facts? 
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broad sweep deny to such persons any protection under the trade- 
mark laws or under the Tariff Act against importation of mer- 
chandise bearing the trademark of the foreign manufacturer but 
sought to be imported into the United States without the authority 
of the U.S. registrant. 

Until now, it has not been seriously questioned that a U. S. 
exclusive distributor or licensee, who, as a result of a substantial 
investment, has created an independent vending good will in the 
United States, may be considered the owner or “special owner” 
of the trademark in the United States and, in that capacity, may 
avail himself of the statutory infringement remedies against those 
who seek to import for commercial purposes genuine merchandise 
originating from the foreign manufacturer or licensor.*® Such 
distributor may, in addition, become the assignee of the United 
States trademark even before the good will of the foreign mark 
has been fully developed in the United States.*° The laws of Great 
Britain, Canada and most other foreign countries are even more 
liberal in this respect.* 


29. Scandinavia Belting Co. v. Asbestos & Rubber Works of America, Inc., 257 
Fed. 937, 9 TMR 136 (C.C.A. 2, 1919). Contrary to the Bourjois case, infra, the 
Scandinavia Belting Co. case did not involve the importation of merchandise originating 
with the plaintiff’s foreign affiliate. It should be borne in mind, however, that in 
order to secure a registration in the United States, applicant under both the Act of 
1946 and the predecessor act has to make a sworn statement to the effect that “no other 
person, firm, corporation or association has the right to use said mark in commerce...” 
This language would clearly vest the U.S. registrant, once he is held qualified to register 
as a special owner, with authority to exclude even merchandise sold by his foreign 
affiliate abroad. For additional cases, see infra note 49. 

30. Bourjois v. Katzel, 260 U.S. 689, 13 TMR 69 (1923). 

31. The development of the law in England is particularly revealing in this regard. 
In 1927, the British courts still clung to the view that a foreign manufacturer could 
not validly assign the vending good will—or, in other words, exclusive distribution rights 
for Great Britain—in the absence of an assignment of the manufacturing establish- 
ment as well. The court said in the much quoted case of Lacteosote Ltd. v. Alberman, 
44 R.P.C. 211 (1927): “The plaintiffs admittedly have never made the article either 
in England or in France. . . . In these circumstances, are the plaintiffs the properly 
registered owners of the 1907 mark? Apart from statute it has been established since 
the decision in Leather Cloth Co. v. The American Leather Cloth Co. (11 H.L.C. at 
p. 523 (1865)), that a purchaser of a mark becomes owner of it only if he becomes 
at the same time purchaser of the manufactory or (to put it rather more widely in 
view of modern developments) the business concerned in the goods to which the mark 
has been affixed.” In reaching this conclusion the court relied heavily on an earlier 
precedent, Re Apollinaris Co.’s Trade-Marks, (L.R. (1891) 2 Ch. 186), which refused 
to recognize the validity of a territorial trademark assignment with regard to the 
famous mark HUNYADI JANOS for mineral water. (The same mark was subsequently 
the subject of much litigation in the United States prior to the Bourjois case. See 
Apollinaris Co. v. Scherer, 27 Fed. 18 (D.C., S.D. N.Y., 1886).) The court in the 
Lacteosote case quoted from the decision in the British Apollinaris case, as follows: 
“The mark of a manufacturer pure and simple cannot rightly be assumed by an im- 
porter from the manufacturer, or by a person who buys from that manufacturer, unless 
indeed where all the goods of the manufacturer go to that importer or that dealer. 
If they did not, other goods of the manufacturer might reach the hands of other dealers, 
who might justly affix to them the manufacturer’s mark. Now for this purpose the 
owner of a natural source of an article which nature manufactures is in the same 
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Even before the enactment of the new British Trade Marks 
Act, the Privy Council recognized, in 1924, the possibility of what 
our courts have come to designate as “special ownership” on the 
part of certain exclusive importers or distributors. In the /mperial 
Tobacco case, it was said: 


“It is possible for an importer to get a valuable reputation 
for himself and his wares by his care in selection or his pre- 
cautions as to transit and storage, or because his local char- 
acter is such that the article acquires a value by his testimony 
to its genuineness; and if therefore, goods, though of the same 
make, are passed off by competitors as being imported by him, 
he will have a right of action.” 


It need hardly be emphasized here that not every importer or dis- 
tributor has been held qualified for trademark ownership in the 
United States; the Scandinavia Belting Co. case* and all other 
leading cases make it clear that one or all of the following features 
should be present before the U. 8. distributor would be held eligible 
for trademark ownership: (a) there should be present either a 
long term exclusive license arrangement without a formal assign- 


ment; or (b) there should be a bona fide assignment by the foreign 
manufacturer clearly expressing his intention to transfer the 
potential or actual U. S. good will to the U. S. distributor; (c) 


position as a manufacturer by the hands of his work people. If Saxlehner’s assent 
would justify the registration, it would follow that a manufacturer in Paris using a 
trade-mark well known in England could allow A to register it as his trade-mark, and 
thereby prevent B and C, who bought it from the Paris maker, from selling in England.” 
(L.R. (1891) 2 Ch. 186, at p. 234.) 

However, only a few years after the Lacteosote case, the Goschen Committee, 
appointed to draft a modern British trademark act, considered the problem of liberal- 
izing the law on assignments to be “the most important matter” for its consideration. 
(Report of the Departmental Committee on the Law and Practice Relating to Trade 
Marks, Board of Trade, London (1934), p. 26.) Realizing that the theory as laid down 
in the above-mentioned Apollinaris and Lacteosote cases (which, indeed, is now re- 
flected in the approach of H.R. 7234) was based on “obsolete conditions” not taking 
into account modern business necessities, the Committee stated (Report, p. 27): “Our 
law governing the assignment of trade marks is based upon the theory that a trade 
mark owes its value to the goodwill and reputation of the business concerned. This 
theory is no longer universally correct. Under modern conditions of trading the tendency 
is for the business to be built up around the trade mark, and the commercial view 
today is that the goodwill of a business frequently is inherent in the trade mark itself. 
The Statute and common law on the subject are based largely upon obsolete conditions 
and take no account of this change in view.” As a result, Section 22 of the British 
Trade Marks Act of 1938 now provides for free assignment of trademarks “in connec- 
tion with the good will of the business or not.” There is no question under British 
law today or under the similar new Canadian Trademark Act of 1953, and many others, 
that exclusive licensees or territorial assignees may enjoy absolute trademark protection 
even as against goods originating from their assignor or licensor. 

32. Imperial Tobacco Co. of India Ld. v. Albert Bonnan and Bonnan & Co., A.I.R. 
1924 P.C. 187. 

33. Note 29 supra. 





dss sneer 
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there should be some manufacturing activity, responsibility for 
the authenticity of the product, availability for repairs, or other 
indicia by which the public in the United States will be led to 
look upon the distributing house as the responsible source of the 
purchase. Since the various recent decisions emphasizing one or 
the other of these elements have been annually reviewed in the 
writer’s reports on the administration of the Lanham Act,** there 
would seem to be no need of elaborating on these generally ac- 
cepted principles here. Perhaps the best guide in furnishing a 
distinction between a mere agent or importer, who would not have 
the status of special owner, and the type of exclusive distributor 
who would qualify for registration, may be found in the concurring 
opinion of Judge Ward in the Scandinavia Belting case, supra 
note 29, which first developed this distinction; Judge Ward there 
said: 


“If the plaintiff company is merely the exclusive agent 
of the English company to sell its product in this country for 
its benefit upon a fixed commission or for any sum it can get 
in excess of a fixed price, I think the English company is the 
owner, both of the trademark and of the business to be pro- 
tected, and is alone entitled to register the trade-mark under 
the United States statute and to sue for infringement of it or 
for unfair competition in business here. On this state of 
facts, the bill should be dismissed. 

“On the other hand, if the plaintiff company purchases 
the English company’s product outright and sells it for its 
own benefit, and is given the exclusive right to do so in this 
country, together with the right to use the trade-mark for 
that purpose which has come to indicate the plaintiff company 
as the source and origin of the goods, then the business to be 
protected is the plaintiff company’s business, and it has the 
right to register the trade-mark under the United States 
statute and to sue for infringement of it or for unfair com- 
petition in business here.” 


It may be sufficient to illustrate the drastic, and in this writer’s 
opinion, unfortunate change in approach reflected in H.R. 7234 
by calling attention to the recent litigation involving the trade- 
mark GOVERNMENT HOUSE for a Virgin Island rum, adopted by a 
Government corporation specially created to manufacture for 
the purpose of promoting the general welfare of the inhabitants 





34. Note 9 supra. 
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of the islands.** In order to create a market for the product in 
the United States, our Government entered into an exclusive dis- 
tribution agreement with a New York importer, who undertook 
to create a market for the product in the United States by making 
a substantial investment through advertising and other means. 
The contract between the Government corporation and the United 
States importer expressly provided as follows: 


“The brand and trademarks shall! be the property of the Im- 
porter and may be registered by it in its name.” * 


The subsequent agreement, signed four years later, included the 
same language except that it also vested in the importer the right 
to reregister the trademark.” 

Here, then, was a typical case where a non-manufacturing 
importer became the U. S. owner and registrant of the trademark 
by contract with our own Government, on the theory that the 
reward for converting a potential good will into an actual substan- 
tial good will in the United States should fall upon the importer 
rather than the manufacturer abroad, in recognition of his invest- 
ment and his position before the American public as the only 
responsible source through whom this product was obtainable in 
the United States market. When the Government later sought to 
cancel the importer’s trademark registration on the ground, inter 
alia, that the contract had not been intended to convey full owner- 
ship rights upon him, the petition was dismissed by the Commis- 
sioner of Patents on the ground that the trademark by contract, 
by law, and by public understanding indicated the importer and not 
the manufacturer. Assistant Commissioner Daniels said: 


“Having no trade, it (the Government) had no trade marks, 
and until suitable provision for packaging and distributing 
the product was made, no good will could become associated 
with such rum. The respondent supplied this requirement. 
At the time of entering into the contracts above referred to, 
and at the time of the original use of these marks, it was obvi- 


35. Virgin Islands Co. v. W. A. Taylor g& Co., 81 USPQ 212, 39 TMR 487 (Com’r, 
1949). For developments in the subsequent infringement suit, see People of the Virgin 
Islands et al. v. W. A. Taylor & Co., 97 F.Supp. 737, 41 TMR 601 (D.C., S.D. N.Y., 
1951), reversed 202 F.2d 61, 96 USPQ 21, 43 TMR 207 (C.A. 2, 1953). 

36. 96 USPQ 22, 43 TMR 209, note 1, quoting para. 11 of the 1936 agreement. 

37. The contract also included detailed provisions for a right of trademark rever- 
sion on the part of the Government if the importer should liquidate or discontinue the 
importation of liquor products. The contract provisions are set forth in considerable 
detail in the decision by the Court of Appeals in People of the Virgin Islands et al. v. 
W. A. Taylor & Co., 202 F.2d 61, p. 62 et seq., 96 USPQ 21, 43 TMR 207 (C.A. 2, 1953). 
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ously the intent of the parties that petitioner would manufac- 
ture the rum and that the marketing of the rum and all other 
commercial activities in connection therewith would be in the 
hands of the respondent.” * 


Many years before, the Supreme Court had similarly held in 
American Trading Co. v. Heacock Company,” in an opinion by 
Chief Justice Hughes, that an importer who had built up substan- 
tial vending good will within what was referred to as “virgin 
territory” before his entry in the market, was entitled to indepen- 
dent trademark protection in such territory. Exclusive distributor 
agreements or assignments of the type involved in the Scandinavia 
Belting Company case or the just mentioned GOVERNMENT HOUSE 
case, and innumerable others are obviously not the type of “ar- 
rangement” between a foreign manufacturer and a United States 
distributor which H.R. 7234 apparently is meant to eliminate. 
While the accompanying statement on the bill does not enlighten 
the reader with regard to the exact type of “arrangement” with 
which the bill would be concerned, it presumably refers to certain 
horizontal cartel agreements or other forms of possible restraints 
of trade under Section 1 of the Sherman Act which have, on a few 
occasions, occupied the attention of the Antitrust Division in past 
years.*° 

Yet, H.R. 7234 does not even reflect recognition of the well 
established principle of antitrust law under which trademarks 
“may provide a lawful main purpose to which reasonable restric- 
tions on competition may be properly ancillary and therefore 
legal.” ** In other words, in trying to outlaw certain nebulously 
characterized “arrangements,” the bill would ‘“‘throw out the child 
with the bath water” by depriving even bona fide U. S. exclusive 
distributors and assignees, such as, for instance, the registrant- 
importer in the GoVERNMENT HOUSE rum case, of all trademark 
control over imported merchandise bearing the assignor’s or 


38. 81 USPQ 212, 215, 39 TMR 487. 

39. 285 U.S. 247 (1932). 

40. Such cases are discussed in Timberg, Trade-Marks, Monopoly, and the Restraint 
of Competition, 14 Law & ConTEMP. Pross. 323 (1949); Diggins, Trademarks and 
Restraints of Trade, 32 Gro. L.J. 113 (1944); Borchardt, Are Trademarks an Anti- 
trust Problem?, 31 Gro. L.J. 245 (1943); Handler, Trade-Marks and Antitrust Laws, 
38 TMR 387 (1948); Developments in the Law—Trade-Marks and Unfair Competition, 
68 Harv. L. Rev. 814 (1955); Stedman, Elimination of Trade Barriers Based upon 
Trade-Marks, 10 Fep. B.J. 162 (1949); and Derenberg, The Impact of the Antitrust 
Laws on Trade-Marks in Foreign Commerce, 27 N.Y.U. L. Rev. 414 (1952). 

41. Report of the Attorney General’s National Committee to Study the Antitrust 
Laws (1955), p. 87. 
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licensor’s foreign trademark. The bill seeks to accomplish this 
result, which would turn back the clock to a common law theory 
which prevailed both here and abroad up to the end of the 19th 
Century, by providing in its most important section—Section 
42(b)(1)—that the infringement provisions of the Trademark Act 


“shall not be available against an importer or seller of goods 
bearing a mark registered to an agent, authorized distributor, 
or subsidiary of, or to a person who is affiliated with or con- 
trolled by, a foreign manufacturer or merchant who uses the 
registered mark to identify and distinguish his goods.” * 


Before summarizing some of the major effects which this pro- 
vision would have on our domestic and foreign trade, it should be 
noted that the section, when examined by itself and without resort 
to the accompanying statement, reveals a strange ambiguity on 
its face by denying infringement remedies against an importer 
or seller of foreign-made goods bearing a mark registered in 
the name of a U. S. licensee or affiliate, without referring to the 
person who would attempt to institute such an action. What this 
rather obscure portion of the bill presumably intends to provide 
is to prevent the U. S. registrant from resorting to any infringe- 
ment remedies under such circumstances. In other words, it should 
not read in terms of preventing infringement actions against an 
importer or seller of merchandise bearing the foreign mark, 
but is actually intended to provide that these remedies cannot 
be invoked by the United States registrant-licensee or -assignee 
in such cases. That this is the purpose of the bill becomes clear 
from a glance at the accompanying statement, which includes the 
following paragraph: 


“The proposed legislation will eliminate such restraint 
of trade as results from the exclusion of genuine merchandise 
legitimately marked by a foreign trader with his mark, and 
make it clear that a trademark registration may not be em- 


42. Additionally, it is provided in Section 2 of H.R. 7234 that the definition of 
“counterfeit” shall not include 

“a mark used by a foreign manufacturer or merchant to identify and distinguish 

his goods and registered to a person who is an agent, authorized distributor, or 

subsidiary of, or who is affiliated with or is controlled by, such foreign manufac- 

turer or merchant.” 


Moreover, the term “affiliated” is defined as including but not limited to 


“an exclusive or nonexclusive distribution contract and any arrangement whereby 
the person has a continuing contractual relationship or understanding, express or 
implied, with the foreign manufacturer or merchant with regard to the mark.” 
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ployed by a United States distributor—whether an agent, 
subsidiary, affiliate, or independent operator—to exclude the 
genuine foreign-made merchandise legitimately bearing the 
trademark so registered.” ** (Emphasis added.) 


This policy is once more stated in a subsequent paragraph: 


“The proposed legislation will eliminate the possibility of 
utilizing foreign-owned trademarks in trade and commercial 
names to prohibit importation of genuine merchandise legiti- 
mately bearing such trademarks.” ** (Emphasis added.) 


Thus, H.R. 7234, although by its language apparently not 
going as far as to prohibit the registration of trademarks in the 
name of United States exclusive licensees or assignees altogether, 
would deny such registrants the exercise of the rights of trademark 
ownership against unauthorized importation of merchandise origi- 
nally manufactured and marked by their foreign affiliates and 
would—according to the above-quoted statement—do this even in 
cases where the registrant is an “independent operator.” By thus 
adopting the approach that neither an exclusive distributor nor 
licensee nor, indeed, an assignee or “independent operator” may— 
under any circumstances—prevent importation of genuine foreign 
merchandise bearing the licensed or assigned trademark, the bill 
would, as already indicated, radically change established U. S. 
national and international trademark policy in several basic 
respects: 


A. Reversal of Existing DOMESTIC Trademark Policy. 


By consistently referring to “genuine foreign-made merchan- 
dise legitimately bearing the trademark,” the statement—the word 
“legitimately” does not even appear in the text of the bill itself— 
begs the very question which lies at the root of international 
trademark law: Does the fact that the affixation of the trademark 
in the country of origin may be legal under the trademark law of 
that country necessitate the conclusion that the use of the mark 
will remain legal and cannot be enjoined under the law of another 
sovereign nation? Or have we not come to realize, as have most 
other nations in the world, that trademarks are territorially inde- 
pendent and may be separately controlled and owned in different 


43. Statement, page 2, para. 2. 
44. Ibid., para. 4. 





Vol. 49 T. M.R. TRADEMARK PROBLEMS AND THE IMPORT TRADE __ 691 





countries by different persons?** Let it be said once more that our 


courts, including the Supreme Court, have long recognized in an 
uninterrupted line of decisions, that an exclusive distributor or 
assignee, who is willing to make a substantial investment in creat- 
ing an American market for a foreign-made product, should be 
protected against surreptitious importation and sale in the United 
States of products sought to be imported under the foreign manu- 
facturer’s trademark by third parties who hope to benefit from 
the reputation and integrity built up by the American trademark 
owner.*® As far back as the 1920’s, the Supreme Court held in 





9 


45. Leslie Taggart, in an article, Trade-Marks—Monopoly or Competition? 35 TMR 
25 (1945), intended to be a reply to the Borchardt and Diggins articles, note 40, supra, 
well states this basic philosophy in the following words (p. 34): “If a particular 
trade-mark exists in each nation of the world, the various separate trade-mark rights 
may be held in the following three ways:—they may be unified in one concern by 
outright ownership, stock control or contract; they may be separately held by different 
concerns in contractual relations with each other; or they may be held by antagonistic 
organizations with no relationship among them. Criticism is directed only to the 
second type. But it is inherent in the system of political and jurisdictional division 
of territories that different concerns hold rights in different territorial divisions. The 
presence or absence of contractual relations does not affect the existence of trade-mark 
rights. The criticism is directed to the sovereignty of nations, not to trade-marks.” He 
testified to the same effect during the hearing on H.R. 82 (p. 49), a predecessor of 
the Lanham Act, in November 1944: “I do not think anybody here will contend that 
the United States Government can regulate in any way what the law is in France; and 
[ do not think anybody here would contend that the French people can tell us what 
our law is here. Consequently, as a result of our not having what the late Mr. Wendell 
Willkie called one world, we are split up into different and various geographic areas. 
Each of these geographic areas protect trade-marks in its own particular way, so that 
we may have—we are forced to have—different laws covering trade-marks in different 
countries.” 

DAPHNE ROBERT, in THE NEW TRADE-MARK MANUAL, states (p. 27): “An assign 
ment, therefore, of the mark carries with it the good will which attaches to the mark 
and that alone may represent ‘the good will of the business connected with the use 
of and symbolized by the mark.’ It can hardly be seriously contended that an assign- 
ment under these circumstances is not valid under the language of the new statute; 
and it should no longer be necessary to try to find something tangible to convey along 
with the mark so as to pay lip service to the terms of the Act.” The author goes on 
to say (p. 28): “The Act recognizes the fact that the same mark may be owned and 
registered by more than one person under imposed conditions and limitations, including 
certain defined territories, and it would appear that a registered mark may be assigned 
to another for use in a designated territory, as long as it is not used by the assignee 
to misrepresent origin or source.” 

46. This territorial independence was recognized by the Supreme Court in Jngenohl 
v. Olsen & Co., Inc., 273 U.S. 541, 17 TMR 111 (1927), where it was held that “a 
trademark started elsewhere would depend for its protection in [another country] upon 
the laws prevailing in [that country] and would confer no rights except by the consent 
of that law.” The territorial divisibility of trademark ownership was also strongly 
emphasized by the Court of Appeals for the Second Circuit in George W. Luft Co., 
Inc. v. Zande Cosmetic Co., Inc., et al., 142 F.2d 536, 34 TMR 190 (1944), where the 
court said: “We do not see upon what ‘principles of equity’ a court can enjoin the 
initiation of acts in the United States which constitute no wrong to the plaintiff 
in the country where they are to be consummated, Nor can we perceive upon what 
theory a plaintiff can recover damages for acts in the United States resulting in a sale 
of merchandise in a foreign country under a mark to which the defendant has estab- 
lished, over the plaintiff’s opposition, a legal right of use in that country.” (pp. 540, 


541, 34 TMR 190, 194.) 
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the classic case of Bourjois v. Katzel* that the American assignee 
of certain cosmetic trademarks became the owner thereof for all 
purposes, including prevention of importation of genuine products 
“legitimately” marked with the same trademark by the French 
assignor. Despite the fact that the containers used by the U. S. 
assignee expressly advised the American public that the product 
was “made in France” and used the French designation, PouDRE 
gava, the Court held that the U. S. registrant “has spent much 
money in advertising, etc., so that the business has grown very 
great.” Accordingly, the Court concluded that, despite the French 
origin of the basic ingredients of the merchandise, the trademark 
in the United States belonged to the U. S. assignee.** Thus, the 
Court looked upon the importation of the genuine French product 
by an unauthorized third person not as a “legitimate” use, but 
as an infringement of the United States trademark. Indeed, the 
Court held shortly thereafter that the sale of genuine goods bear- 
ing the French trademark came within the ban of Section 27 of 
the Trade Mark Act of 1905 (now Section 42 of the Act of 1946) 
and constituted a “copy or simulation” under that section, subject- 
ing the merchandise to detention at the port of entry.* 

H.R. 7234 would deprive independent or affiliated U. S. dis- 
tributors of trademark protection for their own investments in 
the face of a long line of decisions which have protected such in- 
vestments in the past. It is perhaps particularly noteworthy that 
in a number of cases our courts have looked upon the importation 
and sale of genuine foreign-made products not only as an act of 
trademark infringement under the statute but as a form of unfair 
competition against an exclusive distributor here. Thus, it was 


47. 260 U.S. 689, 13 TMR 69 (1923). 

48. The Court said: “It is said that the trade mark here is that of the French 
house and truly indicates the origin of the goods. But this is not accurate. It is the 
trade mark of the plaintiff only in the United States and indicates in law, and, it is 
found, by public understanding, that the goods come from the plaintiff although not 
made by it. It was sold and could only be sold with the good will of the business 
that the plaintiff bought.” (260 U.S. 689, 692, 13 TMR 69, 71.) This result was fore- 
cast by the statement of the dissenting Judge (Hough) in the lower court, who 
said: “The genuine article has become an infringement because the business of dealing 
in that article within the United States is the plaintiff’s business.” (275 Fed. 539, 
544, 11 TMR 211, 217.) 

49. Bourjois v. Aldridge, 263 U.S. 675 (1923). Among many recent decisions 
which have upheld the status of a U.S. distributor or assignee as the owner of the 
U.S. trademark, ef. Scandinavia Belting Co. vy. Asbestos § Rubber Works of America, 
Inc., note 29 supra; G. H. Mumm Champagne v. Eastern Wine Corp., 142 F.2d 499, 
34 TMR 196 (C.C.A. 2, 1944), cert. den. 63 USPQ 358; Roger § Gallet v. Janmarie, 
Inc., 245 F.2d 505, 47 TMR 1126 (CCPA 1957); E. Leitz, Inc. v. Watson, Com’r, 152 
F.Supp. 631, 47 TMR 1008 (D.C., D.C., 1957), affirmed 254 F.2d 777, 48 TMR 974 
(C.A., D.C., 1958). For the Commissioner’s contrary holdings in the last two mentioned 
cases, see note 9 supra. 
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held in the HECOLITE case” that, even in the absence of an enforce- 
able trademark right, an importer who had made a certain foreign- 
made product well-known in the United States and had built up 
substantial financial good will here in connection with that product, 
was entitled to protection on principles of unfair competition 
against another importer who sold the genuine foreign-made 
product “on the plaintiff’s reputation and standing.” Indeed, the 
defendant there was held subject to an accounting. A New York 
State court reached the same conclusion in Overhamm v. Westall,” 
where it said: 


“It is not unfair to defendants to disallow their use of trade- 
marks, the value of which stems from plaintiff’s efforts and 
an association with the name HARTNELL, as to which defendants 
surrendered all rights. It is unfair for plaintiff, who has the 
sole right under all the contracts involved to distribute per- 
fumes marketed under the designation HARTNELL and bearing 
trade-marks connected with such products, to be subjected to 
the competition of defendants’ use of scent names whose public 
acceptance lies entirely in their connection with the name 
HARTNELL and plaintiff’s exploitation of both the HaRTNELL 
and scent names.” 


More recently, a New York court protected the exclusive distrib- 
utor of a well-known German machine sold under the trademarks 
GRUNDIG Or STENORETTE against a third party who had in some way 
been able to import the same genuine machines from other sources. 
The court indicated that the plaintiff had established an “exclusive 
market at great expense and skill which the defendant should not 
be permitted to plunder.” * Since the HEcouITE decision™ expressly 
relied upon the Bourjois® and similar cases as the basis for the 
finding of unfair competition, it would necessarily follow that H.R. 
7234, as it affects the Bourjois doctrine, would indirectly encour- 


50. Perry v. American Hecolite Denture Corp., 78 F.2d 556, 26 TMR 235 (C.C.A. 
8, 1935). 

51. Overhamm v. Westall et al., 66 N.Y.S.2d 371, 36 TMR 392 (N.Y. Sup. Ct., 
App. Div., 1946). 

52. Ibid., p. 375. 

53. DeJur-Amsco Corp. v. Janrus Camera, Inc., et al., 155 N.Y.S.2d 123, 110 
USPQ 507, 46 TMR 1529 (N.Y. Sup. Ct., 1956). Rudolf Callmann, in his recent article, 
Worldmarks and the Antitrust Law, 11 VANDERBILT L. Rev. 515 (1958), expresses the 
view that the approach reflected in the last three mentioned cases should be held the 
real legal basis of protection in all cases of this sort. In other words, the author sug- 
gests that it is the principle of protection of the overall distribution system against 
unfair competition, rather than a theory of trademark protection, which should be 
considered the primary basis for judicial relief. 

54. Note 50 supra. 

55. Notes 32 and 47 supra, and other cases cited, 78 F.2d 556, 560, 26 TMR 235. 
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age a form of business conduct which, on several occasions, has 
not been judicially approved as an incident of a “free competitive 
economy” but has been characterized as a form of unfair competi- 
tion even in the absence of technical trademark infringement.” 


3B. Inconsistencies With Text and Spirit of INTERNATIONAL 
Trademark Conventions. 


H.R. 7234 would be inconsistent with the text and spirit of 
two international trademark conventions of which the United 
States is a member. Article 6 quater of the Convention of the 
Union of Paris of March 20, 1883, for the Protection of Industrial 
Property, permits assignment of trademarks and good will on a 
territorial basis. This provision was adopted at the London Revi- 
sion Conference in 1934, upon the suggestion of the United States.” 
It will be noted that Article 6 quater does not only read in terms 
of existing good will but, by referring to an assignment of the 
exclusive right “‘to manufacture or sell,” also contemplates a trans- 


56. DAPHNE ROBERT, in THE NEW TRADE-MARK MANUAL, op. cit. supra note 7, also 
seems to look upon importation of genuine foreign-made goods without the consent of the 
U.S. registrant who has acquired the exclusive right to the mark in the U.S. from 
the foreign manufacturer as a “species of unfair trading.”, p. 180. Still another dis- 
turbing aspect of treating a genuine foreign-made product as “legitimately” bearing 
the U.S. registered trademark will arise in those instances in which a name such as 
ASPIRIN Or VASELINE may still have trademark significance in some countries but not 
in others. If VASELINE, for instance, which is a valid trademark in the United States, 
should be imported here from a country where it may have lost its trademark sig- 
nificance, such generic use, while “legitimate” abroad, should clearly be held an infringe- 
ment of the U.S. trademark in application of our domestic law. This, incidentally, is 
one of the many trademark problems which presently worry the patent and trademark 
bar of Europe in considering the effect of the common market treaty. A distinguished 
British trademark expert, R. Brown, in an address delivered April 29, 1959, before 
the International Committee of The United States Trademark Association, stated: 
“With the eventual disappearance of frontier restrictions there will be the grave 
problem of the circulation of branded goods in packaging which, whilst completely 
innocuous in the country of origin, will be an infringement of the statutory rights of 
a trade mark proprietor within the country of importation, for example, the registered 
proprietor in Germany of a trade mark such as ASPIRIN might have strong objections 
to the importation of a similar product manufactured by some concern say, in France, 
where ‘aspirin’ is a generic word.” (The Effect of the European Common Market on 
Trade Marks, 49 TMR 515 (1959), p. 522). 

57. Article 6 quater provides as follows: 

“1, When in accordance with the laws of a country of the Union, the assign- 
ment of a mark is valid only if it takes place at the same time as the transfer 
of the enterprise or business and good will to which the mark belongs, it will 
suffice, for the admission of the validity of such transfer, that the part of the 
enterprise or business and good will which is located in this country be transferred 
to the assignee with the exclusive right therein to manufacture or sell products 
under the mark which has been assigned. 

“2. This provision does not impose upon the countries of the Union the obli- 
gation of considering as valid the transfer of any mark whose use by the assignee 
would, in fact, be of such a nature as to deceive the public, especially as regards 
the place of origin, the nature or the material qualities of the products to which 
the mark is applied.” 
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fer of “potential” good will. The thought of a territorial assign- 
ment of such potential good will was forcefully expressed in 
several reports by the late Edward S. Rogers, who acted as the 
spokesman for the United States at many international meetings 
dealing with trademark protection. In a report prepared in con- 
nection with the convention of the International Law Association 
in 1930, Mr. Rogers said: 


“T have no doubt that a mark used abroad could be as- 
signed for the United States without any accompanying busi- 
ness and without the assignment of the foreign business, on 
the theory that a potential business capable of transfer existed 
in the United States. No possible deception would follow if 
the foreign assignor agreed with the American assignee to 
furnish information and technical assistance, so that the 
American made goods should not be inferior to, or different 
from, those sold abroad under the same mark.” ** 


And again, 


“While there has been much difference of opinion ex- 
pressed, it seems to me that the better view is that trademarks 
get their vitality from the domestic law of several countries. 
The right to a trademark in the United States depends upon 
the law of the United States. That same mark, when used 
by the American owner in France, must be protected by, and 
its existence must depend upon the law of France, and not 
the law of the United States. Otherwise, the law of the United 
States would be given extraterritorial operation. 

“Therefore, I should think it would have to be conceded 
that when an American trader, for example, extends his trade 
into a foreign country, he must depend for his trademark 
rights on the law of that country. That the right to the mark 
is not an old right projected into a foreign country, but a new 
right created by the law of the country into which the mark 
has been brought. If each country, for trademark purposes, 
should be considered as a separate compartment, I think the 
problem of geographical division would be simplified.” * 


It was this concept which was incorporated in the Inter-American 
Trademark Convention of 1929 and is reflected in Article 6 quater 
of the Paris Convention. 


58. Rogers, Some Suggestions Concerning the Assignment of Trade-Marks, 25 TM 
BULL. 231 (October, 1930), at p. 233. 
59. Ibid., at p. 237. 
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Article 11 of the General Inter-American Trademark Conven- 
tion, signed at Washington February 20, 1929 and ratified by the 
United States, recognizes the doctrine of assignability of potential 
good will even more clearly than does the Paris Convention. It 
provides that the use and exploitation of trademarks may be trans- 
ferred separately for each country.” In other words, an agree- 
ment between a foreign manufacturer and a United States distrib- 
utor or assignee, who has undertaken to exploit in the United 
States the potential good will inherent in the foreign product, may 
convey all the attributes of ownership, i.e., the exercise of the 
exclusive right to the use of the trademark even against importa- 
tion of genuine goods from abroad, since such goods would not, 
under the Conventions or under our domestic law, “legitimately” 
bear the mark without the authorization of the U. S. registrant. 

In summarizing the effect which H.R. 7234 would have on 
United States exclusive distributors or assignees who do not par- 
ticipate in any manufacturing operations but who have hitherto 
been held entitled to protect the United States “vending good will” 
by invoking the protection of Section 42 of the Trademark Act 
and Section 526 of the Tariff Act, it is manifest that the proposed 
bill would deprive them of valuable—if not actually indispensable 
—attributes of trademark ownership against unauthorized impor- 
tation of genuine and “legitimately” marked products. It is not 
believed that, in order to outlaw certain misuses and types of 
“arrangements” referred to in the statement accompanying the 
bill, such radical changes of existing law should be recommended. 


60. Article 11 reads: 

“The transfer of the ownership of a registered or deposited mark in the country 
of its original registration shall be effective and shall be recognized in the other 
Contracting States, provided that reliable proof be furnished that such transfer 
has been executed and registered in accordance with the internal law of the State 
in which such transfer has been executed and registered in accordance with the 
internal law of the State in which such transfer took place. Such transfer shall 
be recorded in accordance with the legislation of the country in which it is to be 
effective. 

“The use and exploitation of trade-marks may be transferred separately for 
each country, and such transfer shall be recorded upon the production of reliable 
proof that such transfer has been executed in accordance with the internal law 
of the State in which such transfer took place. Such transfer shall be recorded in 
accordance with the legislation of the country in which it is to be effective.” 


The Supreme Court held in Bacardi Corp. v. Domenech, 311 U.S. 150, 31 TMR 2 
(1940), that the provisions of this convention are self-executing and became part of 
the domestic law of the United States upon ratification. The Bacardi decision is particu- 
larly noteworthy in connection with the problems here discussed since it raised no 
question about the validity of an agreement by which the plaintiff manufacturer, a 
Pennsylvania corporation, manufactured rum in Puerto Rico under the supervision and 
control of the foreign manufacturer and used the latter’s trademark thereon. If H.R. 
7234 were enacted, the plaintiff in the Bacardi decision would no longer be in a position 
to enforce his exclusive rights in the United States. 
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On the contrary, it would appear that clear misuses of these privi- 
leges would fall within the purview of existing antitrust legisla- 
tion, particularly since the Act of 1946 expressly provides, in Sec- 
tion 33(b)(7), that use of even an otherwise “incontestable” trade- 
mark in violation of the antitrust laws shall constitute a defense 
in an infringement action. If it were deemed necessary to provide 
for additional statutory safeguards against colorable registrations 
in the name of exclusive licensees or assignees, this may well be 
accomplished by embodying within the existing registration statute 
some or all of the protective devices which are now in effect in the 
United Kingdom, in Canada, and elsewhere, with regard to recor- 
dation of “registered users.” By vesting in the Commissioner of 
Patents authority to examine license agreements or assignments 
from the viewpoint of the public interest and for the purpose of 
determining the bona fide and legitimate character of such trans- 
actions, the type of illegal “arrangements” to which H.R. 7234 is 
directed might thus be effectively eliminated without a radical 
legislative change in the concept of trademark ownership which 
would make no distinction between illegal “arrangements” and 


traditional and internationally recognized legitimate foreign trade 
transactions.” 


61. For an interesting and comprehensive discussion of the practice prevailing 
in England and Canada, ef. Chisholm, The Legal Aspect of Trade-Mark Assignments, 
Licenses and Registered-User Agreements, 40 TMR 1059 (1950); Ellwood, Association, 
Intention, Permission under the (U.K.) Trade Marks Act, 1938, 46 TMR 1169 (1956). 

This paper should not omit at least some passing comment on that part of the 
accompanying statement to H.R. 7234 which refers to the fact that the proposed act 
will “transfer from Customs officials to the Courts fact determinations as to infringe- 
ments—reproductions, copies, or colorable imitations—and will leave in the jurisdiction 
of Customs officials only the determination of when a mark is a ‘counterfeit? mark— 
a spurious mark which is identical with, or substantially indistinguishable from, a 
mark registered for the same kind of merchandise—with authority to exclude goods 
bearing counterfeits.” (Statement, page 2, para. 1.) Past experience in the United 
States, as well as in foreign countries, has demonstrated that in cases of patent, copy- 
right and trademark infringement alike, it is desirable to vest initial authority for 
the detention of infringing imported merchandise with the Bureau of Customs, since 
otherwise the owners of these statutory rights would be compelled to file multiple law- 
suits in many jurisdictions and would be confronted with the burdensome task of 
tracing infringing merchandise through the various channels of distribution and retail 
trade after it had been admitted. H.R. 7234, in proposing to “relieve Customs officials 
of an undue burden imposed on them by the present statutory provisions,” might thus 
result in considerable hardship upon U.S. trademark owners whose only remaining 
initial administrative remedy might then be the securing of an “exclusion order” under 
Section 337(a) of the Tariff Act of 1930, a remedy designed to prevent “unfair 
methods of importation” which has rarely, if ever, been held available in cases of 
trademark infringement. See Fathchild, Statutory Unfair Competition, 1 Missouri L. 
Rev. 20 (1936); and, more recently, Callmann, Unfair Competition with Imported 
Trademarked Goods, 43 Va. L. Rev. 323 (1957). It may be noted that in the Attorney 
General’s Report on Administrative Procedure, Monograph 27, on the administration 
of the Customs laws, it was suggested to remove from the Tariff Commission all 
jurisdiction over unfair importation cases involving patent infringement. 
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Finally, it may not be amiss to mention that several proposals 
looking towar1 a still more liberal international regime regarding 
territorial assignments of trademarks were placed before the 
recent Lisbon Diplomatic Conference for the Revision of the 
International Convention.® However, the proposal concerning the 
facilitation of foreign trademark license agreements, although 
sponsored and supported by the AIPPI, the International Chamber 
of Commerce, and other international groups under the leadership 
of the United States, was finally rejected at Lisbon as a result of 
our country’s casting of the only dissenting vote against this 
proposal.®* 


3. Effect of H.R. 7234 on Manufacturing Licensees and Affiliates 


Thus far, we have been concerned with the effects of H.R. 
7234 on the rights of non-manufacturing exclusive distributors, 
licensees, or assignees of foreign manufacturers, in other words, 
distributors who participate solely in what the laws of other coun- 
tries refer to as the “vending good will,” as distinguished from the 
“manufacturing good will.” ** However, the consequences which 
may flow from enactment of H.R. 7234 with regard to licensed or 
affiliated manufacturing concerns in different countries would be 
even more disturbing, particularly if Section 526 were repealed 
in its entirety, as proposed in Section 3 of H.R. 7234. There are 
at least two aspects which should weigh heavily against adoption 
of the drastic proposals of H.R. 7234. 


1. Not infrequently, a product bearing a foreign trademark 
is placed upon the American market not in the exact form or com- 
position in which it is sold abroad, but with certain differences in 
appearance, composition or effect, which may make it more suitable 
for the domestic market or which may be more appealing to the 
taste of the American public. Even where the raw materials or 
basic ingredients are imported from a foreign country, the ulti- 
mate composition, by changing or adding certain ingredients, may 
result in a final product which, while partially of foreign origin, 
may differ in detail and effect from the foreign product and may, 
therefore, according to well-established law, no longer be adver- 





62. Ladas, The Lisbon Conference for Revision of the International Convention 
for the Protection of Industrial Property, 48 TMR 1291 (1958). 

63. Ibid., p. 1300. 

64. This terminology originated in England in the Apollinaris and Lacteosote cases, 
supra note 21, and in other cases which held that there could be no territorial assign- 
ment in the absence of a transfer of the manufacturing good will, i.e., in effect the 
entire foreign manufacturing business. 
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tised in the United States as a “foreign” product, without adequate 
explanation.” In cases of this sort, the imported product would 
not only not bear the “legitimate” trademark under present U. S. 
law but would, in addition, not even be the genuine product in the 
eyes of the American consumer, who has become used to buy the 
product composed, packaged and distributed by the American firm 
which alone stands responsible for its quality and reputation in 
the United States. Were all control over such imported trade- 
marked merchandise to be withdrawn from the United States 
manufacturing or partly manufacturing assignee, confusion of 
the public and serious damage to the integrity of the U. S. trade- 
mark would result. For that reason, the courts in this country 
and abroad® have held that independent manufacturing good will, 
which has been established in the United States in connection with 
products previously sold abroad under the identical trademark, 
may provide trademark ownership and protection. 


2. Perhaps the most complex problems which must not be 
overlooked in considering the ultimate effects of H.R. 7234 will 
arise in situations involving the setting up by American corpora- 
tions of manufacturing subsidiaries or divisions in foreign coun- 


tries where local conditions and local laws may make it imprac- 
tical or impossible to export from the United States. Conversely, 
the problem will arise what the position should be of large manu- 
facturers abroad, for instance, world famous pharmaceutical con- 
cerns located in Europe, which do not sell their own products in 
the United States but operate here through completely separate 
manufacturing establishments. Even if we were to assume that 








65. Harsam Distributors, Inc., et al. v. Federal Trade Commission, 263 F.2d 396 
(C.A. 2, 1959). The court, in a per curiam decision, held it to be unfair competition 
to “sell as an imported perfume a foreign concentrate combined in this country with 
domestic alcohol.” (263 F.2d 398.) In other words, it is well-recognized—and this 
point was also pressed by the respondents in the perfume importers cases, supra notes 
14, 16, 18—that a product such as toilet water, after the addition of alcohol and per- 
haps other substances to the raw materials imported from France, in its final composition 
and retail package becomes an American, rather than a French product, so that the 
trademark placed thereon by the U.S. assignee or distributor symbolizes his good will, 
reputation and guarantee for a product which, in ultimate form and package, may not 
be identical with the foreign product sold under the same trademark in foreign markets. 

66. Among the European cases protecting the national registrant against unauthor- 
ized importation of the genuine product bearing the same trademark but manufactured 
by a foreign affiliate are: AvusTRIA, Court of Appeals, Vienna, NESCAFé, OESTERREICH. 
BLAETTER, Nov.—Dec. 1955, p. 67; SWITZERLAND, Court of Appeals, Zurich, LUX, Rev. 
INTERNAT. DE LA Prop. INDUS. ET ARTIST. No. 27, 1956, p. 94; BELGIuM, Commercial 
Court, Namur, NESCAFé, REV. INTERNAT. DE LA Prop. INDUS. ET ARTIST. No. 27, 1956, 
p. 91. A contrary view was taken by the German court in the LE ROUGE BAISER case, 
Court of Appeals, Hamburg, GRUR 177 (1953), and by the Dutch Supreme Court in 
Prins v. Grundig, B1sBL. BIJ DE INDUS. EIGENDOM 46 (1957), also reported in Auslands- 
und Internat. Teil, GRUR 259 (June, 1957). For a more detailed discussion, see Call- 
mann, Worldmarks and the Antitrust Law, 11 VANDERBILT L. REv. 515 (1958). 
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the final products manufactured under the same trademark here 
and abroad were identical, the question arises to what extent a 
manufacturer here or abroad should be required, even under the 
most liberal application of our antitrust laws, to compete with 
itself? 

While a detailed study of these fundamental antitrust prob- 
lems would not be within the purview of this paper, it should be 
pointed out that even under the Supreme Court’s decision in U. S. 
v. Timken Roller Bearing Company” it was conceded that no anti- 
trust violation occurs where a U. S. concern seeks to regulate its 
world market not by agreement with foreign subsidiaries (which, 
for antitrust purposes, should, according to the majority opinion, 
be considered as separate legal entities), but by setting up its own 
manufacturing divisions abroad. Moreover, all those actively 
engaged or interested in foreign trade are well aware of the diffi- 
culties which have arisen with regard to the conduct of foreign 
operations as a result of the majority opinion in the Timken case, 
and have consistently voiced the opinion that too strict an enforce- 
ment of the antitrust laws in foreign commerce would, in the 
words of Justice Jackson, “restrain more trade than free.” * Thus, 
the recently published “Study of the Antitrust Laws” by Joseph W. 
Burns (which, in fact, constitutes a report to the Subcommittee 
on Antitrust and Monopoly of the Senate Committee on the Judi- 
ciary, by its former Chief Counsel) bears witness to the fact that 
the American Bar Association’s Committee on International Trade 
Regulations, in its report of August 6, 1953, on the “impact of 
the antitrust laws in foreign trade,” © as well as the A.B.A. Com- 
mittee on Antitrust Problems in International Trade,” the Inter- 
national Chamber of Commerce, the National Foreign Trade 
Council, and many other groups have consistently entered strong 
pleas for relaxation—rather than stricter enforcement—of anti- 
trust in foreign trade, on the ground that the imposition of too 
many restrictions would serve to discourage American investment 
abroad and foreign investment in the U. S. A.” The A.B.A. 


67. 341 U.S. 593, 41 TMR 672 (1951). 

68. Ibid., at 608. 

69. Burns, p. 162. 

70. Ibid., p. 179. 

71. Particularly significant in this regard also is the report of the U.S. Depart- 
ment of Commerce, Factors Limiting U.S. Investment Abroad (1954); cf. also, The 
American Antitrust Laws and American Business Abroad (1955), published by the 
American Chamber of Commerce in London; and the report of the United States Council, 
International Chamber of Commerce, Increasing International Trade Through Product 
Licenses (1953). Cf. also Linowitz, Antitrust Laws; A Damper on American Foreign 
Trade? 44 A.B,A.J, 853 (1958), 
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Committee on International Trade Regulations stated, inter alia, 
that a U. S. entrepreneur would not ordinarily risk the capital 
required to produce the trademarked article abroad through a 
licensee or separate corporate subsidiary without an assurance 
that, after the investment had been made, he would not have to 
compete with his own licensee in the United States. The A.B.A. 
Committee expressed the view that such license arrangements 
should not, of themselves, be considered violations of the antitrust 
laws but, in the absence of a monopoly, should be encouraged as a 
means of furthering American investment abroad.” The views ex- 
pressed by the A.B.A. Committee on Antitrust Problems in Inter- 
national Trade were to the same effect. In testifying on behalf 
of the United States Council of the International Chamber of 
Commerce, Dr. Ladas was even more outspoken in testifying that 
trademark license agreements with foreign licensees would result 
in economic catastrophe unless the U. S. licensor retained the right 
to exclude the licensee’s foreign-made product from the United 
States of America. “If a radio manufacturer in the United States 
authorizes someone in Brazil to assemble radios there, the work 
may be inferior and other material may be inferior. If those 
Brazilian inferior radios are imported into the United States and 
sold under the licensed American trademark, it would ruin the 
good will of the American manufacturer’s trademark. If the 
American manufacturer must suffer the competition of the 
foreign-made products brought into the United States, there is 
no incentive for him to grant license agreements in foreign coun- 
tries (IV, 1730, 1731).”’** The same point of view was expressed 
by our Department of Commerce. We quote here only one para- 
graph from the testimony of Deputy Assistant Secretary of Com- 
merce for International Affairs, Marshall M. Smith, as reported 
in the Burns study: 
With regard to foreign licenses, Mr. Smith said: 


“In such arrangements, the problem arises of safeguard- 
ing the interest of each participant. Should the foreign pro- 
ducer utilizing the American concern’s contribution to tech- 
nology be left free to invade the domestic market in the United 
States? Or, is the local participant in the investment willing 
to risk his capital and productive resources and create a new 
market abroad if the American concern may export its own 


72. Burns, p. 178. 
73, Ibid, p. 189, 
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products to that new market? The ‘antitrust’ problem arises, 
in other words, because each participant may require agree- 
ment from the other that its own home market for the products 
involved will not be adversely affected (IV, 1807).” ™ 


Since the publication of the Burns report, still another com- 
prehensive study of these problems has become available. Upon 
the request and under the sponsorship of the Subcommittee on 
Antitrust Laws and Foreign Trade of the Association of the Bar 
of the City of New York, Professor Kingman Brewster of the 
Harvard Law School published in 1958 a study on “Antitrust and 
American Business Abroad.” Professor Brewster reaches the con- 
clusion with regard to the very problem here under discussion that 
lack of adequate protection of the U. S. manufacturer against 
importation of products made under his trademark by foreign 
subsidiaries or affiliates has, in numerous instances, actually pre- 
vented expansion into foreign markets. In his chapter on the 
impact of the antitrust laws on American business abroad, Pro- 
fessor Brewster observes: 


“The foreigner’s antitrust incredulity was said by many to put 


the American on the spot especially when, out of a spirit of 
good will and cooperation, the foreign licensee would just as 
eagerly promise to stay out of the American market as he 
would expect the American to stay out of the foreign market. 
The American’s refusal to cooperate would not only be re- 
sented, but his advice to the foreigner not to cooperate would 
scarcely afford a sound basis for a long-run mutually reliable 
license or investment relationship.” *° 


It appears, therefore, that almost all groups or individuals which 
have in recent years studied the foreign trade aspects of antitrust 
are in agreement that, in the words of Justice Frankfurter’s dis- 
senting opinion in the Timken case, “division of territory” is not 
“so self-operating a category of Sherman Law violations as to 
dispense with analysis of the practical consequences of what on 
paper is a geographic division of territory.” ** And the late Justice 
Jackson said in dissent: 


“In a world of tariffs, trade barriers, empire or domestic 
preferences, and various forms of parochialism from which 


74, Ibid., p. 208. 
75. Brewster, p. 28. 
76. 341 U.S. 593, 605. 
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we are by no means free, I think a rule that it is restraint 
of trade to enter a foreign market through a separate sub- 
sidiary of limited scope is virtually to foreclose foreign com- 
merce of many kinds.” ” 


If foreign trademark license operations are viewed in this 
light, United States industry and the legal profession should 
strongly endorse the retention of the doctrine of territorial divi- 
sion of trademark rights which, contrary to H.R. 7234, would give 
a U.S. licensor a means to prevent dumping of its foreign licen- 
see’s cheaper and possibly inferior merchandise on the domestic 
market. 

Let us assume, for instance, that a large U. S. manufacturer 
desires to enter the Japanese or Mexican market by local manu- 
facturing operations there; for reasons of cheaper labor or tax 
advantages, he would, of course, be able to offer his product abroad 
at a considerably lower price than in the United States. Should 
not our law encourage such investment and, at the same time, 
protect the manufacturer’s U. S. market and distribution system 
by authorizing him to prevent importation on a commercial basis 
of such Japanese- or Mexican-made products into the United 
States? Should it really be considered an illegal “restraint of 
trade” if the U. S. manufacturer would obligate his foreign licensee, 
who would have the benefit of his know-how and trademark, not 
to compete with his licensor in the latter’s own territory? And 
where the foreign licensee would endeavor honestly to live up to 
such contractual obligation, should not the U. S. licensor be en- 
titled to import protection against third parties who may have 
come into possession of such products abroad in some untraceable 
manner and who then attempt to dump such merchandise on the 
American market? * 


77. Ibid., 607-8. Oppenheim, Foreign Commerce Under the Sherman Act—Points 
and Implications of the Timken Case, 42 TMR 3 (1952). 

78. It is perhaps not without significance that the Antitrust Division of the Depart- 
ment of Justice, in opposing numerous provisions of H.R. 82 including Section 42 thereof 
and Section 526 of the Tariff Act, as being promotive of antitrust violations, referred 
to only one specific situation (Hearings, Subcommittee of the Committee on Patents, U.S. 
Senate, Nov. 15-16, 1944 (78th Cong., 2d Sess., p. 68 et seq.), viz., that of the New 
Jersey Zinc Company, where Section 526 had allegedly been misused by obligating foreign 
licensees to stay out of the United States and by imposing an obligation on its domestic 
licensees at the same time not to enter into competition with the foreign licensees. The 
Department observed that “It was the ingenuity of the New Jersey Zinc Co.’s lawyers 
to pervert this provision of the Tariff Act to serve their own purposes.” The New Jersey 
Zine case, however, dealt primarily with patent licensing, and the recordation of the 
trademark was resorted to as an ancillary mechanism to police the patent licensing system. 
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In other areas, where competition from abroad has seriously 
interfered with the prosperity of a domestic industry, our Govern- 
ment has not hesitated to protect American business by imposition 
of tariffs high enough to limit or discourage importation and sale 
of such foreign products. Heavy tariffs have been imposed on 
imported watches, cheese, and other products. Indeed, in order 
to protect domestic manufacturers, a quota system has been de- 
creed with regard to certain foreign-made products of unusual 
excellence, such as, for instance, British woolens. If these measures 
are justified in the name of a “free competitive economy,” under 
the antitrust laws, then it would certainly not seem to be out of 
step to protect individual U. S. manufacturers against competition 
with themselves, by preventing underhanded importation into the 
United States of their own products, made abroad and intended 
solely for a foreign market. One of the effective legal mechanisms 
for accomplishing this minimum measure of protection against 
self-competition would be through recordation of the trademark 
under the Tariff Act, which, in its present wording, covers “articles 
of foreign manufacture” bearing the trademark without distin- 


guishing whether they originate from a foreign subsidiary or from 
an unauthorized and unaffiliated source. 


It is true that in recent years the Bureau of Customs has 
denied the protection of Section 526 not only to U. S. distributor- 
registrants who were related to a foreign principal or manufac- 
turer, but also, for instance, to a U. S. manufacturer of phonograph 
records which sought to protect its domestic market by preventing 
importation from Mexico of recordings made by its own subsidiary 
there under much more favorable local labor conditions.” Under 
the 1953 amendment to the rules, the American subsidiary was, of 
course, considered a “related company,” if not actually the same 


79. On the other hand, it is interesting to note that the general counsel of the 
Tariff Commission was asked this question by Senator Pepper, who acted as chairman 
of the Senate Subcommittee during the hearings on H.R. 82: 

Senator Pepper: “The Ford Motor Co., for example, has branches all over the world. 
Under the present law—and I am just asking for information—if I am vacationing in 
Europe and I buy a Ford car, can I bring it home with me without violating any laws 
or paying special duties?” 

Mr. Martin: “You can bring it home with you if the Ford Motor Co. consents to 
your doing it.” (Hearings, p. 80.) In other words, Mr. Martin expressed the view that 
under the existing statute, an American manufacturer could prevent importation of its 
own merchandise as made by a foreign subsidiary. This testimony was offered about 
nine years before the Bureau of Customs read an exception into the statute by its 
regulations of 1953, note 12 supra. 
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person... or corporation, so that, according to the Bureau’s inter- 
pretation of Section 526, importation into the U. S. market could 
not be foreclosed.** As already noted earlier in this paper, the 
Bureau, apparently as a result of the perfume importers case” 
and in view of the Bureau’s participation in the Government delib- 
erations which resulted in H.R. 7234, on May 1, 1959 announced 
its intention to change its regulations back to their pre-1953 
status,* under which the recordation privilege was available to 
independent affiliates as well as related companies. According to 
information received from the Bureau, no opposition was voiced 
against this change which consequently became effective as of 
July 1, 1959.** 

It is submitted that Section 526 should be retained with regard 
to importation for commercial purposes and should, indeed, be 
strengthened®* so as to give the United States manufacturer 
stronger protection against infiltration from abroad of merchan- 
dise manufactured for consumption abroad by his affiliated licen- 
sees or divisions.** We should realize that we are still far away 
from “one world” or even a hemispheric “common market”, so 


80. Important Changes in the Customs Regulations Concerning Recordation of 
Trade-Marks and Trade Names, 44 TMR 131 (Feb. 1954). The writer expressed the 
view in one of his reports on the Lanham Act that Section 526, as presently worded, 
furnished no basis for such interpretation and that the Customs Regulations as revised 
in 1953 may have been “ultra vires.” The Seventh Year of Administration of the Lanham 
Trademark Act of 1946, 102 USPQ No. 7, Part II, 3; 44 TMR 991, 996-8 (1954). 

81. Supra, notes 14, 16, 18. 

82. Federal Register, May 1, 1959, p. 3513. 

83. Consequently, the next issue of “Tourists Trade-Mark Information” which is 
expected to be published within the next few weeks, will not, by the use of an asterisk, 
make an exception for “merchandise manufactured or sold by trade-mark owner’s foreign 
related company” and will not advise tourists that “Such merchandise may be imported 
by anyone in any quantity.” 

84. H.R. 7967, 86th Cong., Ist Sess., introduced by Congressman Toll on June 
24, 1959, while not referring to Section 526 of the Tariff Act, would add a new para- 
graph to Section 42 of the Trademark Act which would not only incorporate the 
essential portion of Section 526 in the registration statute but would, in addition, 
subject any person who would violate these provisions to a civil penalty. The Toll bill 
has been referred to the Committee on the Judiciary. 

85. It may not be amiss to call attention to the fact that no U.S. trademark 
owner has more rigidly enforced the trademark restrictions of Section 526 than our 
own Government, in connection with the policing of former enemy-owned trademarks 
which were vested by the Department of Justice, Office of Alien Property, and which 
have been registered and recorded with the Customs Bureau in the name of the Attorney 
General of the United States. Cf., Ercona Corp. v. Rogers et al., 120 USPQ 100, 49 TMR 
444 (D.C., D.C., 1958). The case is presently pending on appeal in the Court of Appeals 
of the District of Columbia. With regard to the difficult special problems which have 
arisen after both World Wars I and II in connection with enemy-owned trademarks, 
see Callmann, Worldmarks and the Antitrust Laws, 11 VANDERBILT L. REv. 515 (1958), 
and Sommerich, Treatment by United States of World War I and II Enemy-Owned 
Patents and Copyrights, 4 Am. J. Comp. L. 587 (1955). The inconsistent attitude of 
two divisions of the same Government Department, ie., the Antitrust Division and 
the Office of Alien Property of the Department of Justice, in these cases was pointed 
out by the writer in The Impact of the Antitrust Laws on Trade-Marks in Foreign 
Commerce, 27 N.Y.U. L. Rev. 414, 430, reprinted 42 TMR 365, 377-8 (1952). 
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that certain restrictive practices and commercial operations which, 
if affecting only certain geographical areas within the territorial 
limits of the United States, might fall within the ban of the anti- 
trust laws, should not without more be similarly outlawed in the 
foreign trade area. This was clearly recognized by the Attorney 
General’s National Committee to Study the Antitrust Laws, when 
it said in its Report: 


“Thus, the inquiry required by the Rule of Reason may in some 
foreign commerce cases involve consideration of market fac- 
tors not operative in domestic commerce. As one dissenting 
Justice put it in the Timken case, ‘the circumstances of foreign 
trade may alter the incidence of what in the setting of domes- 
tic commerce would be a clear case of unreasonable restraint.’ 
The possibility of such differences should be recognized by 
the Department of Justice and the Federal Trade Commission 
as well as the courts.” ** 


If H.R. 7234 were enacted, it would deprive American trade- 
mark owners of all protection against unauthorized commercial 
infiltration of such merchandise. It would not, as announced 
in the statement accompanying the bill, promote international trade 


and “eliminate undesirable restraints of trade” but would, on the 
contrary, discourage American investment abroad, invite unfair 
methods of competition in the import trade, and sound the death 
knell to many manufacturing subsidiaries of foreign trademark 
owners in the United States, which would no longer be able to 
stay in production and maintain an orderly distribution system. 


86. Report of Attorney General’s National Committee to Study the Antitrust Laws, 
p. 81. Moreover, it should not be overlooked that considerable concern has been ex- 
pressed both from within and without the European Common Market with regard to 
the effect which Articles 85 and 86 of the Common Market Treaty of January 1, 1958 
may have on patent and trademark rights. Thus R. Brown, op. cit. supra note 56, 
stated: “Every national method of trade mark protection is supported in its own 
country either because of its established value to that country’s economy or because 
of an understandable reluctance to change it for some unproven system. Experience 
inclines to the belief that no given country shows a marked desire to substitute the 
trademark protection system of some other country for its own.” Professor Boden- 
hausen of The Netherlands expressed similar reservations in the Fifth William Henry 
Ballantyne Lecture, delivered to the British Group of the AIPPI, The Effect of the 
European Common Market and Free Trade Area on Industrial Property, delivered Feb. 
25, 1958, reprinted GRUR Ausl. 1958, 218. 
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THE PROBLEM OF IMPORTATION OF GENUINELY MARKED 
GOODS IS NOT A TRADEMARK PROBLEM'! 


By E. C. Vandenburgh* 


The issues involved with regard to H.R. 7234 (the Celler 
Bill) are not trademark issues. The trademark bar should be 
extremely cautious before taking any position either in support 
of or in opposition to the Celler Bill in view of its underlying 
theory. The Bill seeks to abolish the practice of supporting 
inter-country exclusive distribution arrangements under the guise 
of trademark protection. This practice is without support in 
either the statutory or common law of trademarks. The problem 
of protecting such exclusive distributorships is not a trademark 
problem. 

In so far as the government desires legislation on this subject 
the trademark bar should scrutinize what is proposed to see that 
no impairment of legitimate trademark rights results, but should 
not become involved in the basic issue because that issue is not 
in fact a trademark issue. 

The background of the proposed legislation is significant 
and clarifies the basic issues involved. It began a few years ago 
when the U. S. Government brought anti-trust actions against 
certain toilet goods manufacturers for alleged violations of Sec- 
tion 2 of the Sherman Act. The charge was based upon the prac- 
tices of these foreign manufacturers assigning their trademarks 
to a “closely associated” U. 8. distributor who merchandised the 
manufacturer’s toilet goods of better quality and relatively high 
price. The government contended and the District Court found 
that the manufacturer and the U. S. distributor constituted a 
single international enterprise.’ 

The U. S. distributor had deposited a U. S. registration of 
the mark with the Treasury Department so that any of the foreign 
manufacturer’s goods could not be imported into this country 








+ 4,25—EFFECT OF REGISTRATION—IMPORTATIONS 

* Chicago, Illinois; member of the Illinois Bar. Mr. Vandenburgh is the author 
of the book “Trademark Law and Procedure” to be published by The Bobbs-Merrill 
Company early this fall. 

1. United States v. Guerlain, Inc. et al., 155 F. Supp. 77, 114 USPQ 223, 47 TMR 
1087 (D.C., 8.D.N.Y., 1957). 
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by others who had obtained the goods abroad and who wished 
to resell them in this country in competition with the recognized 
“sole” distributor. The defendants sought to justify this practice 
on the grounds that it was authorized by Section 526 of the Tariff 
Act of 1930, and Section 42 of the Trademark Act of 1946 which 
latter the defendants said contained “language to the same effect”.’ 
No reference was made by the District Court to Section 42 of 
the Trademark Act.* As a matter of fact, Section 526 of the 
Tariff statute is quite different in language from Section 42 of 
the Trademark Act.* 

In any event, the District Court found that the practices 
involved were a monopolization which violated Section 2 of the 
Sherman Act. The court went on to decide that it was not the 
intent of Congress in enacting Section 526 of the Tariff Act to 
permit an “international business enterprise” to limit the access 
of its goods to the American market. 

The defendants appealed directly to the Supreme Court 
under 15 U. S. C. §29. The Supreme Court noted that probable 
jurisdiction existed.° At this stage the action was surprisingly 
returned to the District Court to ask that the case be dismissed. 
They indicated that the remedy against the practice of prohibiting 
importation lay in legislative action. The District Court some- 
what angrily dismissed the action.’ The present legislation has 
been recognized as an administration sponsored bill primarily in- 
cited by this case.’ 

What is the significance of this history? The first point is 
that Section 526 of the Tariff Act was involved. Section 42 of 
the Trademark Act was not, at least in the District Court. The 
defendants endeavored to bring in Section 42 on the ground that 


2. 19 U.S.C. 1526(a). 

3. In addition in dismissing the action, text infra, the court commented: “The 
‘main problem’ referred to (as being involved in these cases) is the meaning of §526 of 
the Tariff Act of 1930... .” United States v. Guerlain, Inc. et al., 172 F. Supp. 107 
(D.C., 8.D.N.Y., 1959). 

4. Section 42 of the Trademark Act refers to “copy or simulate” while no corre- 
sponding language is found in Section 526 of the Tariff Act. This language was sig- 
nificant in the Fred Gretsch Mfg. Co. v. Schoening decision, 238 F. 780, 782, 7 TMR 1 
(C.C.A, 2, 1916). 

5. United States v. Guerlain, Inc. et al., 355 U.S. 937, 951, 78 S. Ct. 429, 544, 
2 L. Ed.2d 420, 527. 

6. Supra (1959 case). 

7. It is likely that the Guerlain decision, supra, was not the sole basis for deciding 
to amend Section 42 of the Trademark Act in addition to repealing Section 526 of the 
Tariff Act. The views of the Patent Office have not coincided with the views of the 
courts on this problem of U.S. ownership of foreign marks. E.g., Ez parte E. Leitz, Inc., 
105 USPQ 480, 481, 45 TMR 855, 857 (Com’r, 1955), reversed, £. Leitz, Inc. v. Watson, 
113 USPQ 409, 47 TMR 1008 (D.C. D.C., 1957). 
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it was “to the same effect” as Section 526 of the Tariff Act. How- 
ever, it is not for reasons heretofore set forth. The second im- 
portant point is that the fact situation over which the issue arose 
was one in which the goods that were being stopped at Customs 
were the “genuine” goods, i.e. goods actually manufactured by the 
foreign owner of the trademark and the mark used thereon signified 
origin in the foreign manufacturer not in the U. S. distributor." 
More of this second point later, but first let us compare the effect 
of Section 526 of the Tariff Act with Section 42 of the Trademark 
Act. 

Historically, the first statute that bore any substantial re- 
semblance to Section 42 was in a Tariff Law enacted in 1890.° How- 
ever, before that date there was one significant decision. In 1886 
a U.S. distributor of a beverage brought suit for trademark in- 
fringement against a defendant who was importing goods of the 
same foreign manufacturer bearing the same mark. The U. S. 
distributor was the assignee of the mark for the U. 8S. and owned 
a registration thereof. The court held that despite this registra- 
tion an infringement did not exist because the goods imported 
by the defendant were the “genuine” goods.” 

The 1905 Trademark Act was the first “trademark” law to 
have any real bearing on this problem." Section 27 of that statute 
is identical, word for word, with Section 42 of the 1946 Act. In 
1916 the Court of Appeals for the second circuit held that it was 
not the intention of Section 27 to change the previously existing 
law with respect to “genuine” goods. In that case the U. S. dis- 
tributor registered the mark used by the foreign manufacturer 
and deposited it with the Treasury Department. A third party 
sought to import the “genuine” goods of the foreign manufacturer 
bearing the registered mark. When the goods were refused entry 
the third party brought suit against the U. S. registrant. The 


8. “It ean hardly be claimed by the defendants in the cases at bar that the trade- 
marks indicate an origin with them in the United States, inasmuch as the whole 
burden of their advertising is to emphasize French origin.” 
U.S. v. Guerlain, supra (1957 case). The defendants endeavored to prove a fact situation 
like Bourjois v. Katzel, infra, where the nature and quality of the goods bearing the mark 
were set by the U.S. company. This was illusory when, as they admit, “American Lanvin 
is obligated to observe the standards of French Lanvin.” 

9. Tariff Act of 1890, 26 Stat. 613. Actually there had been prior provisions of 
substantially less scope. An extensive history of the law on this subject will be found 
in Hearings Before a Subcommittee of the Committee on Patents, U.S. Senate on H.R. 
82, 78th Cong., 2d Sess. (Nov. 15 and 16, 1944) p. 84 et seq. 

10. “But the defendant is selling the genuine water, and therefore the trade-mark 

is not infringed.” Apollinaris Co. v. Scherer, 27 F. 18 (D.C., 8.D.N.Y., 1886). 

11. Ibid. 
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defendant was ordered to withdraw its deposit of registration 
from the Treasury Department. The court said: 


“Assuming that Congress could protect the owner of a regis- 
tered trade-mark against importation by third parties of the 
genuine article under that trade-mark, has it done so? We 
think not. The act (of 1905) prohibits the entry of imported 
merchandise which shall ‘copy or simulate’ a trade-mark regis- 
tered under it. The obvious purpose is to protect the public 
and to prevent any one from importing goods identified by 
their registered trade-mark which are not genuine. In this 
ease, however, the imported goods were the genuine articles 
identified by the trade-mark. We assume that Schoening (the 
registrant-defendant) has a valid trade-mark, even if he does 
not manufacture the strings, Menendez v. Holt, 128 U.S. 514, 
9 Sup. Ct. 143, 32 L. Ed. 526, applying to the whole of the 
United States, and still are of opinion that it is not infringed 
by one who buys in Germany the genuine article identified 
by the trade-mark, imports it into the United States, and sells 
it so marked here.” * 


Nothing was said in this case about any Tariff Act provisions. 

The next case was Bourjois & Co. v. Katzel. Here the foreign 
manufacturer again had assigned its U. S. rights to a domestic 
company. The domestic company continued to purchase the goods 
from the foreign manufacturer and used “substantially the same 
form of box and label as its predecessors” had used. A third party 
purchased the same goods from the foreign manufacturer and 
when he imported and sold them in the United States the French 
boxes corresponded in most respects to those used by the U. S. 
company. The third party was sued for infringement by the 
U. S. company. The District Court enjoined the infringement* 
but that decision was reversed by the Court of Appeals. In turn 
the Supreme Court reversed the Court of Appeals. It is clear 
that the Supreme Court viewed the facts on the basis that the 
practice being followed by the registrant was no different from 
the usual private brand situation. He was choosing the specific 





12. Fred Gretsch Mfg. Co. v. Schoening, 238 F. 780, 782, 7 TMR 1 (C.C.A. 2, 
1916). It can be argued that the last sentence quoted was rendered open to question 
by reason of the subsequent decision in Bourjois v. Katzel, infra. 

13. A. Bourjois § Co., Inc. vy. Katzel, 274 I". 856 (D.C., 8.D.N.Y., 1920). 

14. A. Bourjois § Co., Inc. v. Katzel, 11 TMR 211 (C.C.A. 2, 1921). 

15. A. Bourjois § Co., Inc. v. Katzel, 260 U.S. 689, 43 S. Ct. 244, 67 L. Ed. 464, 
13 TMR 69 (1923). 
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goods to be sold under his mark, i.e. he was maintaining control 
of the nature, quality, ete..° More significantly, the Supreme 
Court found that to the U. S. purchasers the mark signified goods 
of the U. S. company, not the foreign manufacturer.’ Therefore, 
the third party’s importations were not genuine goods and the 
defendant properly was enjoined by the District Court. 

However, after the decision of the Court of Appeals and 
before the Supreme Court reversal, Congress enacted the statute 
that became Section 526 of the Tariff Act. This action was a 
direct result of the Court of Appeals decision which had appeared 
to be improper under the fact situation.** Had the Supreme Court 
reversed earlier Congress might not have sought to remedy the 
situation by legislation.” 

It was soon made clear that the scope of the Tariff Act 
provision was broader than that of the 1905 Trademark Act. In 
1930 a private citizen sought to bring in a Hispano-Suiza auto- 
mobile which she had purchased second-hand in Europe for her 
own use. Again the U. S. distributor had acquired title to the 
foreign manufacturer’s mark H-s and deposited the registration 
thereof with the Treasury Department. When the “genuine” arti- 


cle was held up at Customs the owner brought suit against the 
registrant to enjoin the U. S. distributor from requiring the Col- 
lector of Customs to detain the car. The court held that under 
the Tariff Act provision not even the genuine article could be 
brought in by a tourist who purchased the article for her own use.”° 


16. Ibid., p. 691. “It (the plaintiff-registrant) uses care in selecting colors suitable 
for the American market, in packaging and in keeping up the standard, and has spent 
much money in advertising, &c., so that the business has grown very great and the labels 
have come to be understood by the public here as meaning goods coming from the 
plaintiff.” 

17. Ibid., p. 692. “It is said that the trade mark here is that of the French house 
and truly indicates the origin of the goods. But that is not accurate. It is the trade 
mark of the plaintiff only in the United States and indicates in law, and, it is found, 
by public understanding, that the goods come from the plaintiff although not mad¢ 
by it.” (Emphasis added.) 

18. “A recent decision of the circuit court of appeals holds that existing law does 

not prevent the importation of merchandise of the United States, if the imported 

merchandise is genuine and if there is no fraud upon the public. The Senate amend- 
ment makes such importation unlawful without the consent of the owner of the 

American trade-mark, in order to protect the American manufacturer or producer.” 
H. Rep. No. 1223, p. 158, 67th Cong., 2d Sess. (Emphasis added.) In dicta in an earlier 
ease it was said that “any domestic manufacture or manufacturer” meant bona fide 
domestic fanufacturer. In re Vintschager, 50 F. 459, 461 (D.C., S.D.N.Y., 1892). 

19. “Had the Supreme Court reversed that decision last spring, it would not have 

been enacted at all.” Coty, Inc. v. Le Blume Import Co., 292 F. 264, 269 (D.C., 

8.D.N.Y., 1923). 

20. “To obtain such advantages (protection against loss of customers) the local 

owner of the foreign mark is given control of the importation of all cars bearing it.” 

“By the tariff act Congress adopted the policy of protecting the American 
owners of foreign trade marks by most drastic means. However much we may 
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The next significant point in the history of these statutes 
occurred with respect to the drafting of the 1946 statute. In 
substantially all of the bills in Congress leading up to the enact- 
ment of the Lanham Act there was a provision comparable in 
scope, not to the 1905 Act, but to the Tariff Act.** Not much at- 
tention was paid to it until the 1944 hearings at which time a 
commotion arose over the fact that it would apply to tourists and 
to the “genuine” article.” The Justice Department objected on 
the grounds that this, as well as other provisions, would permit 
restrictions of trade. Mr. Martin, general counsel, Tariff Com- 
mission, was told to correct the bill.2* Without further public 
comment on this point the Lanham Act was enacted including 
Section 42 identical to Section 27 of the 1905 Act and quite differ- 
ent from what had been in the proposed statutes for the last 
eight years or so. 

Where does all this history bring us? There is but little 
doubt that to the extent there is a statute which presently bars 
the admission of the “genuine” goods it is Section 526 of the 
Tariff Act and not Section 42 of the Trademark Act. Even if you 
admit that the decisions prior to the 1946 Act, with particular 
reference to those interpreting Section 27 of the 1905 Act, were 
lower court decisions on an issue on which the Supreme Court 
had not passed, the legislative history of the 1946 Act inescapably 
leads to the conclusion that Congress intended to retain in the 
1946 Act the law as it existed on this question up to that date. 
That is they intended to enact a law (as the lower courts had 
interpreted the 1905 Act) that would not bar genuine goods but 
which would only apply to non-genuine goods. 

To the extent that there is a statute that bars the importation 
of genuine goods it lies in Section 526 of the Tariff Act rather 


differ with its policy the wisdom of the legislation is for the lawmaking body and 
we cannot say that the means adopted were unadapted to the end sought to be 
attained.” Dorothy Sturges v. Clark D. Pease, Inc, et al., 48 F. 2d 1035, 8 USPQ 
375, 377, 21 TMR 283 (C.C.A. 2, 1931). 
21. E.g., Section 42(a) of H.R. 82, 78th Cong., 1st Sess. stated: 
“Any goods, whatever may be their source of origin, which shall bear 
any mark registered under the act of March 3, 1881, or the Act of Feb- 
ruary 20, 1905, or on the principal register provided by this Act, or any 
infringement of a mark so registered shall not be imported into the 
United States unless the written consent of the registrant to such impor- 
tation or entry be first had and obtained or unless such offending mark 
be removed or obliterated; ...” 
22. Hearings Before a Subcommittee of the Committee on Patents, U.S. Senate 
on H.R. 82, 78th Cong., 2d Sess. (November 15 and 16, 1944), pp. 68, 79-91, 98 and 151. 
23. Ibid., p. 81. 
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than Section 42 of the Trademark Act. By seeking to amend 
Section 42, the Celler Bill has unwittingly played into the hands 
of those who don’t want any change in the importation statutes 
(either in the Tariff Act or the Trademark Act) by giving them a 
basis for a hue and cry about the impairment of “trademark 
rights’’.** 

However, assume that the foregoing analysis is in error and 
that Section 42 of the Trademark Act requires revision so that 
it may not be employed to bar the importation of the “genuine” 
goods. Is the issue of whether or not “genuine” goods should be 
stopped at Customs an issue with respect to which those lawyers 
primarily interested in trademark law should be concerned? It 
is not. It is not basically a trademark problem no matter under 
what heading in the statutes it is enacted. Certainly we should 
be vigilant to see that in amending Section 42 legitimate trade- 
mark concepts are not disrupted, i.e. the ability to proceed against 
non-genuine goods is not impaired, but we should not become 
involved in a brawl as to restraint of trade issues as allegedly 
affecting trademark rights. 

As trademark lawyers we should establish as a matter of 
principle that the mere fact that goods were made abroad, under 
fact situations which if carried out m the U. 8S. would not amount 
to an infringement, is not justification for the exclusion of those 
goods under the trademark laws. If there are some of us who 
wish to put on another hat and in another capacity seek to main- 
tain the ability to exclude such goods because we believe it is in 
the best interest of this country to do so, let us be frank and admit 
that a trademark question is not involved. Not involved, the op- 
ponents scream! It is already abundantly clear that it is the 
Tariff Act and not the Trademark Act that provides the basis for 
their exclusion. Further, we can examine the basic trademark 
concepts to see if they relate to this problem. 

Hereinbefore the term “genuine” has been used as well as 
by the courts in some older decisions. What does this term mean? 
It means that the mark as applied to the goods in question sig- 
nifies the same source of origin as that which it normally means 
to the purchasing public. Source of origin is used in the technical 
trademark sense rather than in a broad, geographic, etc., sense. 
Here we are going around and around over a question of semantics. 
Not only does it plague us in discussing the real issue but, ob- 


24. See footnote 7 supra. 





714 THE TRADEMARK REPORTER Vol. 49 T. M.R. 





viously, it troubled those who sought to draft the revised Sec- 
tion 42 in the Celler Bill. They tried to define the same thing in 
language specifying the relationship between the manufacturer 
and registrant, which if that relationship existed the goods would 
be “genuine” and therefore the statute would be inapplicable. 
In this respect it is believed that an improvement in language can 
be made in the Celler Bill. For the purposes of this discussion 
let us try to define “genuine” by illustration. 

The first illustration would be the Hispano-Suiza auto case, 
supra. Here the car was manufactured abroad and the manufac- 
turer put the mark u-s on the ear to identify the goods as being 
of his manufacture. This indication of the “source of origin” as 
being in the manufacturer was so understood by the purchasing 
public. Though the U.S. ownership of the mark had been assigned 
to a U. S. company and that company had a federal registration, 
nevertheless to all concerned an H-s car signified a car made by 
the foreign manufacturer and not a car from some U. S. company. 
When an Hispano-Suiza car was brought into this country by a 
third party (whether a tourist or an unrecognized importer for 
sale) that car was the “genuine” article. 

Here there was a private contractual arrangement between 
the foreign manufacturer and a U. 8S. distributor whereby the 
latter was to be an “exclusive” distributor. There may be some 
good arguments for protecting the exclusivity of the U. S. dis- 
tributor, but it is a perversion of the trademark concepts to say 
that the trademark laws should extend protection to a situation 
that has been created by private contractual arrangements. 

Suppose that the Coca-Cola Co. issues an exclusive license 
to IL to bottle and sell only in Illinois and MO to bottle and sell 
only in Missouri. 


(a) IL bottles in Llinois and some of its product is sold 
by IL in Missouri. 


(b) IL bottles and sells exclusively to Illinois, but a third 
party obtains substantial stocks of Coca-Cola from IL with 
the third party proceeding to distribute in Missouri. 


Can it be contended in either of these instances that the Coca- 
Cola bottled by IL is a trademark infringement when sold in 
Missouri in violation of MO’s exclusive license? It is the product 
normally sold under the mark and, to the purchasing public, the 
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mark thereon indicates the same “source” as always.” It is true 
that there has been a violation of contractual rights, but should 
a trademark law be passed to facilitate the Coca-Cola Co. or MO 
in the enforcement of those contractual rights? 

The concept of trademark infringement is that one cannot 
use “without the consent of the registrant” a mark such that the 
“use is likely to cause confusion or mistake or to deceive pur- 
chasers as to the source of origin of such goods or services”.*® 
In the Hispano-Suiza situation, purchasers did not have any idea 
that they were getting goods of the U. S. distributor. Chances are 
that most car buyers who dealt with local dealers never even knew 
the name of the U. S. distributor from whom the dealer obtained 
the car. 

Let us take another situation. XYZ Company, located in the 
U.S., for many years has produced a gimmick which it sells under 
the mark so-ringE. A substantial foreign demand has been de- 
veloped for so-FINE gimmicks so XYZ Company organizes a wholly 
owned subsidiary in Japan to make gimmicks to be sold outside 
the U. S. under the so-rinzE mark. To protect its U. S. plant 
investment (or for any other reason you might choose) XYZ 
Company, acting through its subsidiary, refuses to sell any Japan- 
ese SO-FINE gimmicks to anyone who exports them to the U. S. 
However, periodically a party accumulates a stock of so-FINE 
gimmicks which he ships to the U. S. and resells. XYZ Company 
doesn’t like this and contends that there should be a law (as do 
those who are violently opposed to the principle of the Celler 
Bill) to enable XYZ Company to stop it. 

Is this a situation in which there should be a trademark law 
to protect the XYZ Company from the results of the situation 
it has created? The answer seems obvious that this is not a 


25. A situation of this type arose in the case of The Parkway Baking Company, 
Inc. et al. v. Freihofer Baking Company et al., 154 F. Supp. 823, 114 USPQ 278, 279, 
47 TMR 1373 (D.C., E.D. Pa., 1957), affirmed, 255 F. 2d 641, 117 USPQ 426, 48 TMR 
1232 (C.A. 3, 1958). Here two licensees of the mark HOLLYWoop for bread were fight- 
ing about invasions of their territories. The court said: 

“The Lanham Act requires that the alleged infringing use must be ‘likely to 
cause confusion or mistake or to deceive purchasers as to the source of origin’ of 
the goods. It is the purchasers of goods who must be confused or deceived. Not 
only was there no substantial evidence of confusion as to source of origin in this 
ease, but it is difficult to see how there could be any. The ‘source of origin’ of 
HOLLYWOOD bread is National, which controls the mix, the formula and the packag- 
ing. There is no question that the bread which American Stores sells in Allentown 
is HOLLYWoop bread, conforming in every respect to the standards for ingredients 
and quality set up by National. There can be no source of origin of HOLLYWoopD 
bread, within the meaning of the Act, other than National.” (p. 279) 

26. Section 32(1) of the 1946 Act. 
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trademark problem. Purchasers in the U. S. are getting the 
exact goods (whether emanating from Japan or the U. S.) that 
they expect to get under the so-rrne mark. To the extent that 
they are not, it is the fault of XYZ Company in not exercising 
adequate supervision over the use of the mark—a “reprehen- 
sible” *’ activity. To the extent that XYZ Company does not 
desire to produce an item of the same quality in Japan as it does 
in the U. S., XYZ is deceiving foreign purchasers as to quality— 
a “reprehensible” ** activity. In either event XYZ’s “reprehen- 
sible” activity should not be a justification for protecting it under 
the trademark laws for the situation it has created.” 

In the present illustration the contention is that the goods 
from the same “source”, i.e. owner or his related company, should 
be prevented under provisions of the trademark laws from resale 
under the very mark used by the owner to identify that “source”. 
This is foreign to the established trademark precepts. For ex- 
ample, in Prestonettes, Inc. v. Coty,®° the question involved was 
whether or not another could repackage the product which Coty 
sold under the trademark cory and use that mark thereon. The 
Supreme Court stated: 


“Then what new rights does the trade mark confer? It 
does not confer a right to prohibit the use of the word or 
words. It is not a copyright. The argument drawn from the 
language of the Trade Mark Act does not seem to us to need 
discussion. A trade mark only gives the right to prohibit 
the use of it so far as to protect the owner’s good will against 
the sale of another’s product as his. United Drug Co. v. 
Theodore Rectanus Co., 248 U.S. 90, 97. There is nothing to 
the contrary in Bourjois & Co. v. Katzel, 260 U. S. 689. There 
the trade mark protected indicated that the goods came from 
the plaintiff in the United States, although not made by it, 
and therefore could not be put upon other goods of the same 
make coming from abroad. When the mark is used in a way 
that does not deceive the public we see no such sanctity in the 


27. The word “reprehensible” is used loosely but in the sense that if the action 
had been carried out in the U.S. the registrant would not be entitled to maintain a 
“related company” status because of not exercising “control.” Manischewitz Food 
Products, Inc. v. Rosenberg, 80 USPQ 427, 39 TMR 231 (D.C., E.D. Pa., 1949). 

28. The term is used loosely (footnote 27, supra) but in the sense that had decep- 
tion of purchasers been carried out in the U.S. with respect to the quality of goods 
the ability to enforce the trademark rights would have been lost. Mulhens § Kropff, 
Inc. v. Ferd, Muelhens, Inc., 43 F. 2d 937, 6 USPQ 144, 21 TMR 423 (C.C.A. 2, 1930). 

29. Ibid. 

30, 264 U.S, 359, 368, 44 S, Ct. 350, 68 L. Ed, 731 (1923). 
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word as to prevent its being used to tell the truth. It is not 
taboo. Canal Co. v. Clark, 13 Wall. 311, 327.” 


In the so-r1nE gimmick illustration, unlike the Prestonettes case, 
it is the “owner” (and not someone completely unrelated to him) 
who is arranging to put his mark on the very goods that he 
normally sells under the mark. 

The fact is that what the opposers of the bill are seeking 
is to maintain a law under the guise of a “trademark” law which 
in effect facilitates the enforcement of contracts for exclusive trade 
territories. It may be that there are good reasons for a tariff 
statute that will facilitate a business in maintaining an exclusive 
distribution in the U. S. But, there should not be a prostitution 
of trademark concepts to accomplish this end. Any such legislation 
should stand on its own two feet. 

Trademark laws have at times been criticized as monopolistic 
and as restraints of trade. Such criticisms are unfounded as to 
the trademark concepts per se.** However, trademark lawyers 
should not provide a valid basis for such criticisms as is done here 
by supporting a law which with some justification could be called 
a restraint of trade, with their support being in the guise of 
enforcing trademark “rights”. 

One of the principal arguments of those who oppose these 
provisions of H.R. 7234 in principle is that we have had this for 
many years and we should not change it. This, of course, is the 
most specious argument there is. If there were actually any valid- 
ity to it, no law would be changed and very few enacted. We would 
not have the “Lanham Act”. Furthermore, as has been demon- 
strated the “right” has existed in the Tariff Act rather than the 
Trademark Acts. 

Another argument is that other countries have them, there- 
fore so should the U. S. The answer, of course, is that many 
countries have varying concepts with respect to trademark laws 
as well as with respect to “cartels”, “restraints of trade’, etc. 
While many of our trademark concepts have been derived from 
the British, an exact parallelism does not exist throughout the 
trademark laws. Most foreign countries have laws even more 
dissimilar to our trademark laws than is the case with respect 
to the “British” countries. Just because another country has a 


31. United Drug Co. v. Rectanus Co., 248 U.S. 90, 98, 39 S. Ct. 48, 63 L. Ed. 
141, 9 TMR 1 (1918). Artype, Inc. v. Zappulla, 228 F, 2d 695, 108 USPQ 51, 46 TMR 
421 (C.A, 2, 1956). 
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particular law on a specific question is no justification for our 
aping them, nor for our prostituting our trademark concepts to 
do so. 

Another reason sometimes given to justify the statutes as 
they now exist (and against the H.R. 7234 revision in this respect) 
is that the U. S. distributor has expended substantial sums of 
money in popularizing the foreign manufacturer’s mark in this 
country. This actually will occur, but the U. S. distributor just 
as well could have developed a mark of his own for a product 
produced for him by others and spent the money popularizing 
his own mark. Why would he not want to do this? There might 
be several reasons: 


(1) The foreign manufacturer’s mark was already known 
in this country so that the product was much easier to sell. 
If this is the case, the “substantial sums” expended by the 
U. S. distributor appear to be more of an excuse than a reason 
for protecting him. In this event, it still is the foreigner’s 
good will which the trademark laws will protect, not those 
of the U. S. distributor. 


(2) The foreign manufacturer had a quality product 
which could not be duplicated from another supplier. If this 
is the case, is not the “source” that the public looks to for a 
quality product really that of the manufacturer rather than 
that of the distributor? 


Unquestionably, there are equities in favor of protecting the U.S. 
distributor, but the arguments therefor do not “sound in trademark 
infringement” to borrow an expression from the past. 


Conclusion 


Upon analysis there really are three questions of law in- 
volved in the Celler Bill. As to the first, there is only little, if any, 
disagreement with the proposition that the young lady who takes 
a trip to Europe and while there buys a second-hand Hispano- 
Suiza automobile for her own use should be able to bring it into 
this country whether it is the genuine article or a counterfeit. 
Similarly, everyone agrees that if she wants to bring back a whole 
string of counterfeit Hispano-Suizas for resale she becomes an 
infringer of the rights of the owner of the trademark and it is 
proper to provide legal process whereby those non-genuine His- 
pano-Suizas will be prohibited entry at Customs as long as they 
bear the infringing trademark. 





Vol. 49 T. M.R. IMPORTATION OF GENUINELY MARKED GOODS 719 


This then narrows the area of disagreement as to whether 
or not a commercial importer should be permitted to bring in 
the genuine goods over the objection of a party who through 
contract or other commercial arrangement has obtained the ex- 
clusive right to distribute those genuine goods in this country. 
This third question is not a matter of trademark law and the 
controversy with respect thereto should not treat it as though it 
were. If the commercial arrangement by which one party was 
given the exclusive right to distribute in one area (i.e. the United 
States) is such that if all acts were carried out in the U. S. it 
would not create a trademark infringement situation, it does not 
become a trademark infringement situation merely by reason of 
the fact that some of those acts were carried out abroad. This is 
established both by the history of the importation laws and by 
analogy to recognized trademark concepts. 

In our capacity as trademark lawyers we should carefully 
guide any proposed legislation to make sure that our clients’ 
rights to stop a true infringer, i.e. one importing and selling 
goods bearing a non-genuine mark, are not impaired. At the 
same time we should not engage in the controversy over a ques- 


tion of a “right” that is not a trademark problem. 





“3 
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ELLIS W. LEAVENWORTH 


Ellis W. Leavenworth, a member of the New York Bar 
for half a century and long prominent in trademark matters, 
died on July 27th at his summer home at Wainscott, Long 
Island. He was 75 years old. 


Mr. Leavenworth was a partner in the firm of Watson 
Leavenworth Kelton & Taggart. He was a principal attorney 
in litigation which led to decisions that cellophane and cola 
were generic words and not trademarks, and recently secured 
the first registration of a bottle (the ‘‘Pinch” Bottle) on the 
Principal Register. 


He was an active contributor to the work of The United 
States Trademark Association, and wrote for and served as 
editor of The Trademark Reporter. His other professional 
organizations were The Association of the Bar of the City 
of New York, The American Bar Association, The American 
Judicature Society, The International Association for the 
Protection of Industrial Property and The New York Patent 
Law Association. He was a member of the University Club, 
the Sons of the American Revolution and the Georgica 
Association. 


Mr. Leavenworth was a 1905 graduate of Colgate, where 
he was elected to Phi Beta Kappa. He was prominent in 
Colgate alumni affairs. At Columbia Law School, he was 
one of the first editors of The Columbia Law Review. 


Surviving are his widow, Mrs. Isabel Foote Leavenworth, 
and two sons, Thomas Hastings and Coman. 
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NOTES FROM THE PATENT OFFICE 
By Milton E. Abramson* 


The “Services” Contemplated in the Service Mark Provisions 
of the Lanham Trademark Actt 


Service marks were not included within the purview of any 
federal trademark law prior to the Lanham Act. Owners of marks 
used in connection with services found relief against infringement 
in the court under the common law of unfair competition.’ Con- 
gress, by means of the Lanham Act, gave federal courts jurisdic- 
tion over this group of marks. 

The congressional draftsmen of the Act provided for regis- 
tration and protection of service marks on a par with that afforded 
to trademarks.” While the term “service mark” has been defined,’ 
the Act is silent concerning the definition of the word “service” 
itself. Thus, the administrators of the Act were required to 
discover the extent and limits of the “services” contemplated by 
Congress. 

A review of the congressional hearings in connection with the 
several bills presented prior to the passage of the Lanham Act 
and in addition to articles written around the time of the passage 
of the Act indicates that it was intended to extend the benefits 
thereof to such familiar services as transportation, utilities, banks 
and laundries. It may be that because of the realization of the 
difficulties of anticipating the myriad services likely to be pre- 
sented, no attempt was made to define the word “service” itself. 

From the outset it became apparent that “services” included 
many amazing human endeavors. Strangely, however, it was not 
the unusual services which required careful consideration, rather 
some of the very normal operations of business caused the Exam- 
iners of service marks difficulty in ascertaining the intent of 
Congress concerning the services to be covered by the Act. 


* Examiner, Trademark Operation, U. 8S. Patent Office. Member, District of 
Columbia Bar. 

t+ 2.27—REGISTRABILITY—SERVICE MARKS. 

1. The Greyhound Corporation et al. v. Goberna et al., 128 F.2d 806, 32 TMR 333 
(C.C.A. 5, 1942). 

2. Section 3 of Trademark Act of 1946, 60 Stat. 427. 

3. Service mark. The term “service mark” means a mark used in the sale or 
advertising of services to identify the services of one person and distinguish them from 
the services of others and includes without limitation the marks, names, symbols, titles, 
designations, slogans, character names, and distinctive features of radio or other adver- 
tising used in commerce. (Section 45 of the Trademark Act of 1946.) 
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After twelve years of experience with service mark applica- 
tions, it has become apparent that no absolute rule can be formu- 
lated to determine when a particular act performed in commerce 
is a bona fide service as contemplated by the framers of the statute. 
Generally, it may be said that the services must be (a) real, (b) for 
the benefit of another, and (c) not merely incidental to the sale 
of goods or the performance of another service. A few examples 
may serve to illustrate the line of demarcation in the examination 
of applications to register service marks: 


Merely Incidental Services 


An early determination was that a service mark must be 
directed to a purchaser or recipient other than the applicant for 
registration. Thus, a clothing firm which had a staff of messengers 
who were provided with motorcycles for fast delivery of messages 
between the firm’s plants would not be able to register the term 
PONY EXPRESS for messenger services because the “service” was 
for the applicant’s own benefit. The “service” is merely part of 
the applicant firm’s operations and is not a beneficial act for others 
as contemplated in the Act. 

On the other hand, it does not necessarily follow that a service 
within the purview of the Act has been performed merely because 
a person or firm other than the applicant receives a benefit. The 
benefit must be the principal purpose of the service and not merely 
an incident of the act. For example, an applicant attempted to 
promote his cones for ice cream through a contest in which con- 
testants wrote 25 words or less why they liked the applicant’s 
cones. Several prizes were offered for the best statements. It does 
not require much cerebration to determine that the contest was a 
promotional scheme for applicant’s own benefit to sell his goods. 
The prizes received by the winning contestants were incidental to 
the principal purpose of the contest. It is not believed that the 
promotion of the sale of one’s own goods is a “service” within the 
purview of Section 3 of the Trademark Act. 

The line of demarcation between a real or incidental service 
is not always easily discernible. While a particular service may 
be performed with the promotion of one’s own business in mind, 
the benefit received by others may be so great that it would do 
violence to reason to insist that a bona fide service is not rendered. 
Thus, if the benefit to persons or firms other than the applicant 
is substantial, the Patent Office will usually recognize the “‘service” 
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for registration purposes. The following example is illustrative 
of an apparently incidental service which is honestly substantial : 

The owner of a mark used in connection with the sale of 
women’s wearing apparel used the mark as a portion of that mark 
for conducting a women’s golf tournament. The sale of the appli- 
cant’s apparel was not promoted at the tournament nor was it 
mentioned in the printed material used in connection with the 
tournament nor was any attempt made to sell the apparel at the 
tournament. It cannot be doubted that, as a result of the tourna- 
ment, additional good will attached to applicant’s mark as it was 
used in connection with apparel. However, it was held that a bona 
fide service was performed.* 

Where a mark is used in connection with a service normally 
expected in the furtherance of a sale of goods or another service, 
it is not a service within the purview of the 1946 Act. On the 
other hand, an applicant who offers a bona fide service over and 
above those normally expected, or only incidentally related to 
the furtherance of the sale of goods or another service, is entitled 
to have his mark judged by standards ordinarily applied in deter- 
mining registrability of service marks. 


Process or System Marks 


Some confusion also arises when applicants present marks 
used to identify processes or systems. The words “process” and 
“system” can have two meanings: viz., either (a) a way or method 
of doing something, or (b) the act of doing something. 

There is no provision in the Lanham Act for registering a 
name or mark used to identify a process, viz., a way or method of 
doing something.°® 

A term used in connection with a process, viz., the act of doing 
something, may be registrable as a service mark, 

Thus, for clarity, an application to register a service mark 
by a storekeeper who offers to clean clothes should specify that he 
is offering a dry cleaning service—not a dry cleaning process. 

It should be made clear that a mark used to identify a process, 
or a method, can also be used to identify a service actually offered 
in which the process or method is used. 





4. Ez Parte Handmacher-Vogel, Inc. (Com’r, 1953), 98 USPQ 413, 44 TMR 191. 
5. Ez Parte Phillips Petrolewm Co. (Com’r, 1954), 100 USPQ 25, 44 TMR 565. 
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People, Places and Things 


Names and pseudonyms are not registrable as service marks 
when they identify only a person and not a service. MARGUERITE 
CHARLENE was held not to be registerable as a service mark for the 
writing of script and composing of songs for others since it was 
not a name adopted and used to identify applicant’s services, but 
rather was a personal pen name used to identify the individual 
rendering a personal service.° 

The word aQUATENNIAL was held not to be registrable as 
a service mark for the service of advertising a celebration in 
Minneapolis and for advertising the recreational and commercial 
advantages of the City of Minneapolis and the State of Minnesota. 
The word was used to identify the particular event occurring in 
Minneapolis and not as an indicium of origin in the sale or adver- 
tising of an advertising service for the event.’ 


Contracts for Goods and Services 


The metes and bounds of services for which a mark can be 
registered are not definitely definable. The borders of many ser- 
vices are fluid. It is difficult, for instance, to say with certainty 
that the making and selling of molded parts is either the sale of 
goods or the rendering of services. To illustrate, assume that there 
is a manufacturer who uses his mark in advertisements offering 
to mold special parts and also on the molded goods itself. Further, 
this manufacturer receives an order for ten thousand pieces of a 
small item from an automobile manufacturer and this item is 
usable only in automobiles made by the party ordering. Is the 
molder selling goods or services? Or, consider a calendar manu- 
facturer who makes up a hundred thousand calendars for general 
sale and then offers to print the names and addresses of business 
firms on them for an additional fee. In either of the two preceding 
illustrations both the goods and services each loom so large that 
marks used in connection therewith may be registered either as 
trademarks for goods or as service marks. 

It is to be noted that in determining whether a mark identifies 
a service or a product, one must consider the purchaser. For 


6. Ex Parte Toal (Com’r, 1956), 111 USPQ 450, 47 TMR 386. 
7. Ha Parte Minneapolis Aquatennial Association (Com’r, 1955), 104 USPQ 152, 
45 TMR 586. 
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example, the checkered band used on certain taxicabs might sug- 
gest a transportation service to the general public, but to pur- 
chasers of the taxicabs, the checkered band indicates the source of 
the product. The band is therefore registrable as a trademark.* 


Conclusion 


There are many situations which are not broadly defined by 
any reasonable definition of a service contemplated by the Lanham 
Act. However, the Patent Office liberally interprets the congres- 
sional intent concerning the registration of service marks and, 
wherever possible, endeavors to regard an asserted service as 
within the purview of the Act. 


8. Ez Parte Checker Cab Mfg. Corp. (Com’r, 1953), 99 USPQ 480, 44 TMR 553. 
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CHARLENE was held not to be registerable as a service mark for the 
writing of script and composing of songs for others since it was 
not a name adopted and used to identify applicant’s services, but 
rather was a personal pen name used to identify the individual 
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The word aQuATENNIAL was held not to be registrable as 
a service mark for the service of advertising a celebration in 
Minneapolis and for advertising the recreational and commercial 
advantages ot the City of Minneapolis and the State of Minnesota. 
The word was used to identify the particular event occurring in 
Minneapolis and not as an indicium of origin in the sale or adver- 
tising of an advertising service for the event.’ 


Contracts for Goods and Services 


The metes and bounds of services for which a mark can be 
registered are not definitely definable. The borders of many ser- 
vices are fluid. It is difficult, for instance, to say with certainty 
that the making and selling of molded parts is either the sale of 
goods or the rendering of services. To illustrate, assume that there 
is a manufacturer who uses his mark in advertisements offering 
to mold special parts and also on the molded goods itself. Further, 
this manufacturer receives an order for ten thousand pieces of a 
small item from an automobile manufacturer and this item is 
usable only in automobiles made by the party ordering. Is the 
molder selling goods or services? Or, consider a calendar manu- 
facturer who makes up a hundred thousand calendars for general 
sale and then offers to print the names and addresses of business 
firms on them for an additional fee. In either of the two preceding 
illustrations both the goods and services each loom so large that 
marks used in connection therewith may be registered either as 
trademarks for goods or as service marks. 

It is to be noted that in determining whether a mark identifies 
a service or a product, one must consider the purchaser. For 





6. Ex Parte Toal (Com’r, 1956), 111 USPQ 450, 47 TMR 386. 
7. Ex Parte Minneapolis Aquatennial Association (Com’r, 1955), 104 USPQ 152, 
45 TMR 586. 
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example, the checkered band used on certain taxicabs might sug- 
gest a transportation service to the general public, but to pur- 
chasers of the taxicabs, the checkered band indicates the source of 
the product. The band is therefore registrable as a trademark.* 


Conclusion 


There are many situations which are not broadly defined by 
any reasonable definition of a service contemplated by the Lanham 
Act. However, the Patent Office liberally interprets the congres- 
sional intent concerning the registration of service marks and, 
wherever possible, endeavors to regard an asserted service as 
within the purview of the Act. 





8. Ex Parte Checker Cab Mfg. Corp. (Com’r, 1953), 99 USPQ 480, 44 TMR 553. 
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NOTES FROM OTHER NATIONS! 
Edited by L. L. Gleason 


Canada 


Use of Trademark in Canada Prior to Application for Registration 


An application for registration of the trademark mMIcAFIL was 
filed in Canada on September 30, 1952 by Munn & Steele Ine., a 
New Jersey corporation, and the registration was issued on Janu- 
ary 27, 1954 in respect of certain vermiculite products. 

The Unfair Competition Act, 1932 was then in force in Canada, 
and on April 26, 1954, Siscoe Vermiculite Mines, Ltd., a Canadian 
company (the petitioner), commenced action in the Exchequer 
Court for expungement of the micarit registration as provided by 
Section 52 of the Act mentioned. 

The validity of the registration was attacked on the grounds 
that Munn & Steele Ine. (the respondent) had not used the mark 
in Canada before applying for registration and that the mark 
had become publici juris because the respondent had given the 
petitioner on May 5, 1950, a license to use the mark in association 
with the latter’s goods. The Unfair Competition Act contained no 
provision for the licensing of trademarks. The respondent chal- 
lenged the right of the petitioner to attack the registration while 
the license was in force, alleging that the petitioner was not a 
‘person interested” within the meaning of the Act. It will be noted 
that this license was granted more than two years before the 
respondent applied for registration of the trademark in Canada, 
and while the license referred to a United States registration of 
the mark, there was no reference to registration in Canada or an 
intention to register there. 

Evidence introduced at the trial showed that the respondent 
in 1948 sent samples of vermiculite to Siscoe Gold Mines Ltd., 
a Canadian company affiliated with the petitioner. The samples 
were in tubes carrying the trademark micaFriL, but there was no 
sale of the goods—merely the submission of samples. In March, 
1950 the respondent wrote to Siscoe Gold Mines Ltd. and this 
letter resulted in the license agreement of May 5, 1950 between 
respondent and petitioner. During the negotiations leading to this 
agreement several officers of the respondent visited Canada, taking 
with them samples of vermiculite in tubes and a four cubic foot 


t+ 10.—FOREIGN LAW. 
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bag marked with the trademark micaFiL, and a quantity of adver- 
tising material which referred to the trademark. The samples and 
advertising material were left with the petitioner, but again there 
was no sale of goods bearing the mark. 

The Court found that the petitioner was a ‘“‘person interested” 
and entitled to institute the action for cancellation, and made the 
following comments on the subjects of use and licensing of the 
trademark in its decision of March 2, 1959: 


“There remains the question whether what was done con- 
stituted use of the mark in Canada within the meaning of 
s. 4. In this connection s. 6 provided as follows: ‘For the 
purposes of this Act a trade mark shall be deemed to have been 
or to be used in association with wares if, by its being marked 
on the wares themselves or on the packages in which they are 
distributed, or by its being in any other manner so associated 
with the wares at the time of the transfer of the property 
therein, or of the possession thereof, in the ordinary course 
of trade and commerce, notice of the association is then given 
to the persons to whom the property or possession is trans- 
ferred.’ In the present case, the respondent was not engaged 
in selling expanded vermiculite products in Canada nor, so 
far as appears, was any sale of such products made or even 
proposed, in the ordinary course of trade, to the petitioner or 
to anyone else in Canada. Nor was sale of the respondent’s 
expanded vermiculite products in Canada in the ordinary 
course of trade or commerce the purpose for which the samples 
were sent or brought to Canada or delivered to the petitioner 
or its parent company. All that occurred was a delivery of 
samples of the respondent’s products in connection with nego- 
tiations for the supply of crude vermiculite ore to the peti- 
tioner, from which the petitioner might manufacture similar 
products of its own. This, in my opinion, was not use of the 
kind contemplated by the statute and, accordingly, I think it 
was insufficient to support the respondent’s claim for registra- 
tion of the mark under the Unfair Competition Act. No other 
use by the respondent of the mark in Canada, in association 
with its expanded vermiculite products, either prior or subse- 
quent to the making of its application for registration, was 
established. It follows, in my opinion, that the registration 
was not made in accordance with or authorized by the statute 
and that it should accordingly be expunged. 

“The foregoing is sufficient to dispose of the matter but, 
before parting with it, I think I should add that, had I come to 
the contrary conclusion on the question of use, I would not 
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have held the mark invalid by reason of the licensing of the 
petitioner by the respondent to use the mark. Assuming that 
the respondent was the first to use the mark in Canada and 
that, prior to the making of the licensing agreement, it was 
entitled to obtain registration of the mark under the Unfair 
Competition Act, it would, in my opinion, have been necessary 
for the petitioner to show that the mark, by reason of the 
license and what was done pursuant to it, no longer satisfied 
the requirements of the definition of ‘trade mark’ in s. 2 (m). 
It is established that there was a license and that the mark 
was used by the petitioner pursuant thereto, but the material 
before the Court does not show either where or to whom the 
products in association with which the mark was used by the 
licensee were sold, nor the extent of the use so made of the 
mark. In this situation, I would be unable to conclude on the 
evidence that the mark had ceased to satisfy the requirements 
of the definition of ‘trade mark’ in s. 2 (m) of the Act. 

“There will be judgment ordering the expungement from 
the register of trade marks of the word mark micaFm, regis- 
tered by the respondent as of September 30, 1952, under No. 
NS 46651/183. The petitioner is entitled to the costs of the 
application.” 


The foregoing decision was rendered in an action started in 
1954 under the Unfair Competition Act, 1932, which was repealed 
on July 1, 1954 when the present Trade Marks Act became effective. 
However, the decision is of great interest because it seems to 
indicate the attitude of the Exchequer Court toward the question 
of sufficiency of using or making known a trademark in Canada 
before an application for registration was filed under the Unfair 
Competition Act. In the present case the respondent, when apply- 
ing for registration of the trademark micarit, alleged use of the 
mark in Canada, but when the registration came under examina- 
tion of the Court the respondent was able to show only that it had 
sent samples of goods bearing the trademark to Canada and it 
could not prove that any sales of the trademarked goods had been 
made in Canada. It is possible that there are many other regis- 
trations in the Canadian Register, granted under the Unfair Com- 
petition Act, in a similar position. 

Siscoe Vermiculite Mines Ltd. v. Munn d& Steele Inc., Ex- 
chequer Court of Canada. 
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Trademark Statistics 


Applications filed 


Registrations issued 
Principal Register 
Supplemental Register 


Renewals 


Sec. 12(c), publications ..........................- 


Sec. 8, affidavits filed 
Sec. 8, cancellations 


Cancellations, other 


Cumulative 
January—June 
1959 1958 


11,392 


6,980 
388 


6,968 


1,476 
169 
6,167 
2,453 
104 
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LIST OF OTHER TRADEMARK ARTICLES* 
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of the Patent Office Society, Vol. 41, No. 5, May, 1959, pp. 325-342.) 


Behrman, Jack N. 
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Behrman, Jack N. and Wilson E. Schmidt. 
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Copies of these articles are available for reference in the Association’s library. 
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Part Il 


The period of transition to the present format of THE TRADEMARK 
REPORTER® resulted in the inability to publish certain decisions. This 
issue and others forthcoming will carry all such decisions as well as those 
which are current.—Ed. 


AVON SHOE CO., INC. et al. v. DAVID CRYSTAL, INC. et al. 
No. 89-29 —D.C., S.D. New York — Feb. 9, 1958— 121 USPQ 397 


8.6—COURTS—FINDINGS 

Statutory criterion of illegality (i.e., consumer confusion over source or origin 
of defendant’s goods) has been judicially diluted into a mixture of equitable con- 
siderations such as good faith and reasonableness of defendant’s conduct, likeli- 
hood of plaintiff’s expansion into adjacent market, whether defendant seeks a free 
ride on plaintiff’s mark, whether plaintiff’s mark has secondary meaning, and likeli- 
hood of dilution or injury to reputation of plaintiff’s mark. 

Complaint dismissed on merits and judgment entered declaring defendant’s 
trademark HAYMAKER on women’s sportswear does not infringe plaintiff’s trademark 
rights; Commissioner of Patents directed to dismiss pending opposition of plain- 
tiff to defendant’s application for registration. 

4.21—EFFECT OF REGISTRATION—PRINCIPAL REGISTER—NOTICE 

Registration carries no statutory presumption of right to use mark on non- 
competing goods, 15 U.S.C. 1057(d) limiting rebuttable presumption of right of 
use to goods or services specified in the certificate; moreover, statute recognizes 
(15 U.S.C. 1052(d)) lawful concurrent use where confusion or mistake, or deceit 
of purchasers as to origin is not likely to result. 

7.121I—REMEDIES—INFRINGEMENT—SCOPE OF RELIEF—IN GENERAL 

Plaintiff’s interest in expansion—absent necessity to present business of pre- 
serving his identity in the disputed market—does not afford basis for relief. 

First user’s interest in protection to reputation is more substantial than right 
to preempt, but may be measured to some degree by subsequent user’s past and 
probable future practices. 15 U.S.C. 1114 should not be interpreted to give first 
user unjustified power to preempt new markets. 

Second Circuit accords little weight to dilution as basis for relief, the plain- 
tiff having the burden at least of proving likelihood of confusion. 

Defendant’s initial use of mark on women’s sportswear having begun eight 
years prior to plaintiff’s notice to desist and seven years before plaintiff’s regis- 
tration, and having been followed by continuous and expanding use, without any 
substantial evidence of actual confusion with plaintiff’s marks for shoes, there 
being but 1% overlap in sales outlets handling plaintiff’s and defendant’s products 
and plaintiff’s mark having acquired no secondary meaning, plaintiff is not entitled 
to prevail. 

7.15—REMEDIES—INFRINGEMENT—DEFENSES 

Under 15 U.S.C. 1115(b) (5), adoption of mark by defendant without knowl- 
edge of registrant’s prior use, followed by continued use from a date prior to pub- 
lication of the registered mark, is valid defense against incontestable registration 


731 
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and hence against a registration still uncontestable; where such use was nation- 
wide, territorial limitation does not apply. 
7.16—REMEDIES—INFRINGEMENT—EVIDENCE 

Likelihood of confusion is relative concept not determined by mere side by side 
comparison of the trademarks. The court will take judicial notice of a certain 
degree of sophistication of women purchasers. 

In balancing equities, court takes into consideration that mark was adopted 
by plaintiff for shoes to appropriate good will of former user using it on gloves; 
that it misrepresented mark as registered in its advertisements and on handbags 
for which registration did not exist; and that it inexcusably delayed institution 
of suit, even though delay was not necessarily such as to constitute laches. 

2.3—REGISTRABILITY—ASSIGNMENTS 

Plaintiff using mark for shoes and handbags cannot rely on 1940 registration 
of mark for gloves assigned to plaintiff shortly before commencing suit in 1953, 
where assignor had ceased use six years before assignment, creating prima facie 
presumption of abandonment under 15 U.S.C. 1127(a) ; assignment though purport- 
ing to include part of good will of business in connection with which mark was 
used was in effect an assignment in gross since no portion of business was trans- 
ferred; assignee’s use of marks on men’s gloves did not constitute any part of 
assignor’s business with which mark was associated involving use in connection 
with women’s gloves. 

5.1I—CANCELLATION PROCEDURE—IN GENERAL 

Cancellation of plaintiff’s registrations under permissive power of 15 U.S.C. 
1119 refused, despite misstatement in plaintiff’s applications of use on some types 
of merchandise not sold by plaintiff under mark. 


Action by Avon Shoe Co., Inc., and Haymaker Shoe Corp. v. David 
Crystal, Inc., Haymaker Sports, Inc., B. Altman & Co., Best & Co., Inc., 
and John Wanamaker for trademark infringement and unfair competition. 
Defendants counterclaim for declaratory judgment of non-infringement 
of trademark. Judgment for defendants. 

See also 44 TMR 500. 


George H. Corey, Corey, Hart & Stemple, Dayton R. Stemple, Jr., Max 
Block, Jr., and Ludwig Wilson, of New York, N.Y., for plaintiffs. 

Arnold M. Grant, Lynton & Saslow, Bernard A. Saslow, and Harold A. 
Axel, of New York, N. Y., and Arthur H. Seidel, of Philadelphia, Penn- 
sylvania, for defendants. 


HERLANDS, District Judge. 

This trademark litigation involves the problem of non-competing 
products in adjacent markets where women are the ultimate consumers. 

The non-competing products are, on the one hand, plaintiffs’ women’s 
casual, comfortable walking shoes of the moccasin type and, on the other 
hand, defendants’ women’s fashionable and stylish sportswear apparel, such 
as dresses, skirts and waists. Certain styles of the plaintiffs’ shoes are made 
and sold under the trademark HAYMAKERS. Certain styles of the defen- 
dants’ apparel are made and sold under the trademark HAYMAKER. 

The controversy concerns chiefly the nature and scope of the parties’ 
respective rights in the trademarks HAYMAKERS and HAYMAKER. The deci- 
sion involves the resolution of sharply disputed questions of fact and law 
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presented at a protracted trial, covering 4,239 pages of testimony and 
hundreds of exhibits. 

By spotlight the following salient features, the issues will be sharply 
focused : 


(1) The plaintiffs first used the name HAYMAKERS on their moccasin 
shoes in 1941, but not until November 15, 1948 did the plaintiffs file an 
application to register the HAYMAKERS mark; and the plaintiff Haymaker 
Shoe Corp. was not organized until 1950. 


(2) Meanwhile, in April 1945, the defendants began to use the mark 
HAYMAKER SPORTS and, in December 1945, the mark HAYMAKER on stylish, 
sophisticated women’s sportswear. 


(3) The defendants, owned and operated by well-known persons of 
excellent reputation in the women’s apparel business since 1905, in using 
the marks HAYMAKER and HAYMAKER SPoRTs acted reasonably, in good faith, 
without any knowledge of plaintiffs’ HayMAKERS shoes, and without any 
design or intention to get a “free ride” on plaintiffs’ mark. 


(4) In 1945, when the defendants first began to use HAYMAKER SPORTS 
and HAYMAKER on their women’s sportswear: (a) the plaintiffs’ shoe mark 
HAYMAKERS was not independently conceived but was borrowed from a 
glove concern, The Daniel Hays Company, Inc. During the period prior 
to 1945, the word HAYMAKERs and variants of that word, if arguendo signi- 
fying any source of origin, signified two sources or origin, plaintiff Avon 
Shoe Co., Inc. and The Daniel Hays Company, Inc.; (b) plaintiffs’ mark 
was not well-known; (c) plaintiffs’ mark was, to be accurate, not an inde- 
pendent mark to indicate the source of their women’s moccasin shoe, but 
a style or pattern name within plaintiffs’ AvVONETTE shoe line, and the name 
HAYMAKERS was latched on and subordinated to the better-known and 
general name of AVONETTE; (d) HAYMAKERS shoes had received scant adver- 
tising and did not possess a secondary meaning. 


(5) In the years following 1945, the defendants made a great and 
rapid success of their HAYMAKER women’s sportswear and conducted exten- 
sive and expensive promotional and advertising campaigns, partly on their 
own account and partly on a cooperative basis with the large department 
stores and women’s specialty shops that marketed their products. 


(6) There has been only about a one percent overlap in the sales 
outlets that sell both plaintiffs’ and defendants’ products. 


(7) There has been virtually no credible proof of any actual consumer 
confusion as to the source or origin of the plaintiffs’ and defendants’ prod- 
ucts; and such evidence as has been offered by plaintiffs, if believed, would 
constitute a de minimis situation. 

(8) The likelihood of mistake, confusion or deception as to the origin 
or source of plaintiffs’ and defendants’ products is remote and unsub- 
stantial. 
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(9) The plaintiffs never had, and now do not have, the intention to 
make or sell women’s sportswear, the product made and sold by defendants. 
The plaintiffs’ expansion into the defendants’ field is admitted by plaintiffs 
to be only a mere possibility and nothing more. 


(10) Not until March 1952 did the defendants become aware of 
fact that the plaintiffs were marketing HAYMAKERs shoes. 


(11) The plaintiffs claim that they had no notice of defendants’ 
of the HAYMAKER trademark on women’s sportswear until February 
1952. 


(12) Plaintiffs’ trademark HAYMAKERS for shoes was registered by the 
United States Patent Office for the first time on March 25, 1952, two months 
after defendants’ trademark CYNTHIA OF HAYMAKER had been registered 
there on January 22, 1952 for items of women’s sportswear, and while 
defendants’ trademark application for registration of the trademark Hay- 
MAKER for items of women’s sportswear was pending. 


(13) June 25, 1953 was the date when plaintiffs’ attorneys first sent 
a “cease and desist” letter to defendants. 


(14) During the period of over eight years of concurrent use of the 
HAYMAKER name prior to the institution of this action, defendants’ fashion- 
able line of women’s sportswear was more widely publicized than plaintiffs’ 
moccasin shoe. Today, defendants’ line of HAYMAKER sportswear is more 
widely known than the HAYMAKERS moccasin shoe. 


(15) The sales volume of defendants’ HAYMAKER women’s sportswear, 
at all times larger than the sales volume of plaintiffs’ HAYMAKERS shoe, is 
now triple the sales volume of the HAYMAKERS shoe. 


(16) At no time has the name HAYMAKERS become associated in the 
public mind and in the shoe and fashion and ladies’ apparel trades with 
the plaintiffs. 


(17) Plaintiffs have not been damaged in any way by defendants’ 
use of the trademark HAYMAKER On women’s sportswear. 


(18) Defendants have paid their own way in the promotion and adver- 
tising of their fashionable sportswear line and have not ridden on plain- 
tiffs’ coattails. 


(19) On October 28, 1953—after more than eight years of concurrent 
use of the HAYMAKER name by plaintiffs and defendants, and after defen- 
dants had established a nationwide business running into the millions— 
plaintiff started this lawsuit. 


(20) This is not a suit between competitors. Plaintiffs have never 
manufactured or sold women’s sportswear; defendants have never manu- 
factured or sold women’s shoes. 
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All of the foregoing facts, together with other relevant circumstances 
and their legal consequences, are elaborated upon in the detailed findings 
of fact and conclusions of law recited below in this opinion. 

The action is based upon alleged infringement of registered shoe and 
glove trademarks claimed by plaintiffs, and upon unfair competition. 

The defendants David Crystal, Ine. and Haymaker Sports, Inc. 
counterclaim: (1) for a declaration that defendants’ trademark HAYMAKER 
on women’s sportswear does not infringe any of plaintiffs’ trademark 
rights; (2) for a direction to the Commissioner of Patents to cancel plain- 
tiffs’ said registered shoe and glove trademarks and to dismiss and dissolve 
the pending opposition of plaintiff Avon Shoe Co., Inc. to the registration 
of the mark HAYMAKER for items of women’s sportswear and to issue regis- 
tration to defendant Haymaker Sports, Ine. of the mark HAYMAKER pur- 
suant to its pending application; and (3) for costs, disbursements and 
counsel fees. 

Jurisdiction is based on the Lanham Act 15 U.S.C. §§ 1114, 1121, with 
pendent jurisdiction under 28 U.S.C. § 1338(b) as to the claim of unfair 
competition. Jurisdiction is also based on diversity of citizenship, 28 U.S.C. 
§ 1332, with respect to the counterclaim only. 

The discussion of the governing legal rules must be prefaced with the 
observation that we are here dealing with the question of the right to use 
trademarks, as distinguished from the right to register them. See Westgate- 
Sun Harbor Co. v. Watson, 206 F.2d 458, 460, 97 USPQ 523, 525 (48 TMR 
1064) ; Wilson v. Graphol Products Co., 188 F.2d 498, 502, 89 USPQ 382, 
384 (41 TMR 591). 

The controlling principles applicable to the use of similar trademarks 
on non-competing products have been expounded in a series of leading 
eases in this Cireuit. 8S. C. Johnson & Son, Inc. v. Johnson, 175 F.2d 176, 
81 USPQ 509 (39 TMR 557), certiorari denied 338 U.S. 860, 83 USPQ 543; 
Federal Telephone & Radio Corp. v. Federal Television Corp., 180 F.2d 
250, 84 USPQ 394 (40 TMR 219) ; Hyde Park Clothes, Inc. v. Hyde Park 
Fashions, Inc., 204 F.2d 223, 97 USPQ 246 (43 TMR 934), certiorari denied 
346 U.S. 827, 99 USPQ 491; and G. B. Kent & Sons, Limited v. P. Lorillard 
Co., 114 F.Supp. 621, 98 USPQ 404 (44 TMR 153), affirmed, 210 F.2d 953, 
101 USPQ 161 (44 TMR 676), on Judge Weinfeld’s opinion below. 

These and similar cases evince a judicial struggle to escape from the 
literalism of the statute (15 U.S.C. § 1114(1)) and to establish equitable 
principles consistent with congressional policies. The consumer’s confusion 
over the source or origin of the defendant’s goods is the sole criterion of 
illegality literally prescribed by the statute. This single ingredient of 
illegality has been judicially diluted into a mixture of equitable considera- 
tions. 

The courts have had occasion to express varying opinions about the 
relative weight to be given to the element of actual or likely consumer 
confusion or deception with respect to the source or origin of the goods 
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and—on the other hand—the weight to be given to such elements as the 
good faith and reasonableness of the defendant’s conduct; the likelihood of 
plaintiff’s expansion into the adjacent market; whether the defendant is 
attempting to get a free ride on the mark built up by plaintiff; whether 
plaintiff’s mark has obtained a secondary meaning; the likelihood that the 
defendant’s conduct may dilute the significance of plaintiff’s mark or may 
tarnish or stain plaintiff’s mark. 

Courts and commentators have argued and analyzed the rival points 
of view. This process of judicial development has evolved certain rules 
applicable to trademark cases involving non-competing products in adja- 
cent markets. Some of these rules, summarized as follows, are controlling 
in the case at bar: 


1. There is no doctrine that the first use of a trademark by and of 
itself gives a power to the first user to prevent its use by others on articles 
of a different description. Federal Telephone & Radio Corp. v. Federal 
Television Corp., 180 F.2d 250, 251, 84 USPQ 394, 395 (40 TMR 219) ; 
American Steel Foundries v. Robertson, 269 U.S. 372, 380 (13 TMR 289). 


2. The scope of protection afforded the first user of a trademark de- 
pends on the balancing of equities, “weighing the conflicting interests 
against each other” on the scales of conscience and fair dealing. See S. C. 
Johnson & Son, Inc. v. Johnson, 175 F.2d 176, 179-180, 81 USPQ 509, 512- 
513 (39 TMR 557), certiorari denied 338 U.S. 860, 883 USPQ 543; Federal 
Telephone & Radio Corp. v. Federal Television Corp., supra; Hyde Park 
Clothes, Inc. v. Hyde Park Fashions, Inc., supra; Durable Toy Novelty 
Corporation v. J. Chein & Co., Inc., 133 F.2d 853, 855, 56 USPQ 339, 340- 
341 (33 TMR 186), certiorari denied 320 U.S. 211, 57 USPQ 568. 


3. One of the basic factors of great weight is the good faith and rea- 
sonableness of the defendant in selecting and adopting his trademark. 
Hyde Park Clothes, Inc. v. Hyde Park Fashions, Inc., supra; G. B. Kent & 
Sons, Limited v. P. Lorillard Co., supra. 


4. A trademark registration does not carry any statutory presump- 
tion of the right to use the mark on non-competing products because the 
statute (15 U.S.C. § 1051 et seq.) limits the rebuttable presumption to “the 
goods or services specified in the certificate.” 15 U.S.C. §1057(b). See 
Sears, Roebuck & Co. v. All States Life Insurance Co., 246 F.2d 161, 167- 
168, 114 USPQ 19, 22-23 (47 TMR 1216), certiorari denied 355 U.S. 894, 
115 USPQ 427. California Fruit Growers Exchange v. Sunkist Baking Co., 
166 F.2d 971, 974, 76 USPQ 85, 87-88 (38 TMR 188). The statute (15 
U.S.C. §1114(1)) extends protection if there is confusion or likely confu- 
sion of source or origin. 


5. The statute recognizes that there are situations where the concur- 
rent use of similar trademarks is entirely lawful, and there may be “con- 
current registrations” where confusion or mistake or deceit of purchasers 
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as to the origin of defendant’s goods is not likely to result from the con- 
tinued use of the marks. 15 U.S.C. § 1052(d). 


6. The first user’s interests with respect to his reputation and the 
preemption of adjacent markets are not of equal significance. The “protec- 
tion to reputation is more substantial” than the right to preempt, although 
the protection to reputation may “to some degree be measured by what” 
the subsequent user’s “practices have been and are likely to be.” Dwinell- 
Wright Co. v. White House Milk Co., Inc., 132 F.2d 822, 825, 56 USPQ 120, 
122 (33 TMR 2). 


7. The first user’s rights “in such appendant markets are easily lost.” 
They “must be asserted early, lest they be made the means of reaping a 
harvest which others have sown.” Dwinell-Wright Co. v. White House 
Milk Co., Inc., supra, 132 F.2d 825, 56 USPQ 120 (33 TMR 2). 


8. Unless the first user of a trademark “can show that, in order to 
hold or develop his present business, he must preserve his identity in the 
disputed market, he cannot rely upon” his expansion interest. S. C. John- 
son & Son, Inc. v. Johnson, 116 F.2d 427, 429, 48 USPQ 82, 84-85 (31 TMR 
82). 


9. The language of 15 U.S.C. § 1114 should not be read literally “be- 
cause to do so would frequently result in great hardship to others, and 
give to the first user of a mark a wholly unjustified power to preempt new 
markets.” 8S. C. Johnson & Son, Inc. v. Johnson, 175 F.2d 176, 179, 81 
USPQ 509, 513 (39 TMR 557), certiorari denied 338 U.S. 860, 83 USPQ 
543. 


10. Likelihood of confusion is a relative concept which can be deter- 
mined only according to the particular circumstances of each case. Mere 
comparison of the trademarks side by side is not sufficient. The conditions 
in the market place, not the court room, are the controlling factors. Gort 
Girls Frocks, Inc. v. Princess Pat Lingerie, Inc., 73 F.Supp. 364, 73 USPQ 
368. The courts will take judicial notice of “a certain degree of sophistica- 
tion” of women purchasers. See Warner Brothers Company v. Jantzen, 
Inc., 249 F.2d 353, 354, 115 USPQ 258 (48 TMR 337). 


11. The “dilution” doctrine has relatively minor, if any, weight in 
this Circuit. See G. B. Kent & Sons, Limited v. P. Lorillard Co., supra, 114 
F.Supp. 630-631, 98 USPQ 404, 411 (44 TMR 153), affirmed 210 F.2d 953, 
101 USPQ 161 (44 TMR 676); Champion Paper & Fibre Company v. 
National Association of Mutual Insurance Agents, 249 F.2d 525, 526, 115 
USPQ 210, 211 (48 TMR 323). The Lanham Act rejects the dilution doc- 
trine as a basis for relief in trademark cases in placing the burden on the 
trademark owner claiming infringement at least to prove the likelihood of 
confusion. 15 U.S.C. § 1114(1). 

In the light of the foregoing principles, the plaintiffs are clearly not 
entitled to prevail herein. The weight of the credible evidence fails to 
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sustain plaintiffs’ contentions. On the contrary, the proofs convincingly 
resolve in favor of the defendants all of the issues of fact made material 
by the rules of law already outlined. 

In addition, the defendants have established a statutory defense under 
the Lanham Act, 15 U.S.C. §1115(b)(5). This statute provides, in sub- 
stance, that a mark which “has become incontestable” under its provisions 
(§ 1065) may not be enforced where “the mark whose use by a party is 
charged as an infringement was adopted without knowledge of the regis- 
trant’s prior use and has been continuously used by such party * * * from 
a date prior to the publication of the registered mark” under the Lanham 
Act. Cf. Forstmann Woolen Co. v. Murray Sices Corporation, 10 F.R.D. 
367, 370, 86 USPQ 209, 210 (40 TMR 830). 

The shoe marks claimed by plaintiffs, registered in 1952 and 1953 
(HAYMAKERS, Reg. No. 556,671, March 25, 1952; HAYMAKERS BY AVON, Reg. 
No. 511,010, February 24, 1953) have not become incontestable because of 
this pending lawsuit. 15 U.S.C. § 1065(2). ‘Nevertheless, if a trademark 
owner’s use of his incontestable mark is subject to the defense specified in 
§ 1115, a fortiori, the plaintiff’s mark, which lacks the status of incontesta- 
bility, must be subject to the same defense.” (Emphasis supplied.) Medina, 
J., in Forstmann Woolen Co. v. Murray Sices Corporation, supra. 

The defendants’ HAYMAKER trademark on women’s sportswear was 
adopted by defendants without knowledge of the claimed prior use of 
plaintiffs’ HAYMAKERS shoe mark, and has been continuously used from 
1945, over six years prior to the publication of the HAYMAKERs registered 
shoe marks on December 4, 1951 and December 2, 1952 (Defendants’ Exhs. 
D-9, E-9). Consequently, defendants have a statutory defense to the claim 
of trademark infringement of the registered shoe marks claimed by plain- 
tiff Avon Shoe Co., Ine. 

The proviso in the statute that ‘this defense * * * shall apply only for 
the area in which such continuous prior use is proved” (15 U.S.C. § 1115 
[b] [5]) is satisfied by defendants’ nationwide use of their HAYMAKER mark 
on women’s sportswear. Cf. Aluminum Fabricating Company of Pittsburgh 
v. Season-All Window Corp., 160 F.Supp. 41, 46, 116 USPQ 335, 339 (48 
TMR 572), affirmed 259 F.2d 314, 119 USPQ 61 (49 TMR 78). 

In the case at bar, defendants adopted the mark HAYMAKER prior to 
the publication of plaintiffs’ registered marks, HAYMAKERS and HAYMAKERS 
BY AVON, and without knowledge of plaintiffs’ claimed prior use. The de- 
fense of concurrent use is available in this case and a bar to the relief 
sought by plaintiffs. 

Plaintiffs derive no benefit from the fact that the glove trademarks 
claimed to have been acquired by assignment on October 1, 1953 were 
registered in 1940 and 1942 under the Act of February 20, 1905, prior to 
the adoption of defendants’ HAYMAKER trademark for women’s sportswear. 
Plaintiffs acquired no right or title to these registered glove marks because, 
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as will now be shown, these were abandoned marks invalidly transferred 
to plaintiffs by an assignment in gross. 

The registered glove marks are THE HAYMAKER (Reg. No. 380,719, 
August 27, 1940) and HAYMAKER (Reg. No. 393,642, February 24, 1942). 

October 1, 1953, less than a month prior to the institution of this suit, 
plaintiff Avon Shoe Co., Ine. purchased the registered HAYMAKER glove 
trademarks from The Daniel Hays Company, Inc. for $1,000. This was an 
attempt to buttress plaintiffs’ claim to preempt the broad field of women’s 
apparel and accessories for the HAYMAKERS mark which was being used by 
plaintiffs only on their moccasin shoes and matching leather handbags. 

This assignment originally ran in favor of Avon Shoe Co., Inc., a 
non-existent New York corporation (Plaintiff’s Exhs. 36, 170). In view 
of defendants’ challenge of this assignment on the motion for a temporary 
injunction, plaintiff Avon Shoe Co., Ine. obtained an initialled change on 
the assignment, dated December 15, 1953, to reflect plaintiff Avon Shoe 
Co., Ine. as the assignee ( Plaintiffs’ Exh. 37). 

Although the assignment stated that the glove trademarks were as- 
signed “together with that part of the good will of the business in connec- 
tion with which the said marks are used,” the assignment was an assign- 
ment in gross. 

The HAYMAKER glove trademark had been first used in 1936 and applied 
to only one model of men’s gloves. The trial testimony leads to the infer- 
ence that The Daniel Hays Company, Ine. had discontinued use of the 
glove trademarks by 1947. The statute (15 U.S.C. § 1127 (a)) creates a 
prima facie presumption of abandonment on the basis of “nonuse” of a 
trademark for two consecutive years. Cf. Huber Baking Company v. Stroeh- 
mann Brothers Company, 252 F.2d 945, 116 USPQ 348 (48 TMR 711). 

The registered glove trademarks were, on October 1, 1953, when they 
were purchased, abandoned marks, i.e., marks whose use had been “discon- 
tinued with intent not to resume.” 15 U.S.C. §1127(a). As abandoned 
marks, the glove trademarks were subject to cancellation by the Patent 
Office or the courts (15 U.S.C. §§ 1064(¢), 1119) ; and, hence, were invalid. 
In so far as The Daniel Hays Company, Ine. is concerned, the invalid 
assignment in gross to plaintiffs was further proof of its abandonment of 
the registered glove trademarks. See Eiseman v. Schiffer, 157 F. 473, 476. 

If it be assumed arguendo that the glove trademarks were valid at the 
time of their purchase, plaintiff Avon Shoe Co., Inc. did not acquire title 
to, or rights under, those glove marks. Trademarks, unlike patents or copy- 
rights, cannot be freely bought or sold. United Drug Co. Vv. Theodore Rec- 
tanus Co., 248 U.S. 90, 97 (9 TMR 1). 

The Lanham Act provides that a trademark may be legally assignable 
only “with the good will of the business in which the mark is used, or with 
that part of the good will of the business connected with the use of and 
symbolized by the mark, * * *.” 15 U.S.C. § 1060. Since good will is in- 
separable from the business with which it is associated, this requirement 
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of the transfer of good will restates the common law rule that a trademark 
can only be transferred with the business or part of the business which it 


symbolizes. 

Without the transfer of some business with which the mark has been 
used, the assignment is a void assignment in gross and conveys no title to 
the assignee. See Landers, Frary & Clark v. Universal Cooler Corporation, 
85 F.2d 46, 47, 30 USPQ 248, 249 (26 TMR 591); President Suspender Co. 
v. MacWilliam, 238 F. 159, 161 (7 TMR 103), certiorari denied 243 U.S. 
636; Macmahan Pharmacal Co. v. Denver Chemical Mfg. Co., 113 F. 468, 
474-475 ; Nettie Rosenstein, Inc. v. Princess Pat, Ltd., 220 F.2d 444, 453, 105 
USPQ 226, 233 (45 TMR 827) ; In re Jaysee Corset Co., 201 F. 779 (1 TMR 
315); Stern Apparel Corporation v. Raingard, Inc., 87 F.Supp. 621, 83 
USPQ 293. 

The assignment of October 1, 1953 purported to include “that part of 
the good will of the business” in connection with which the registered glove 
marks were used. But the trial testimony convincingly showed that no 
part of the business of the glove firm was transferred with the assignment. 
Indeed, there was no business to transfer. At the time of the assignment, 
The Daniel Hays Company, Inc. was not selling gloves under the HAYMAKER 
trademark and had not done so for at least six years. 

The HAYMAKER mark was used by The Daniel Hays Company, Ine. to 
designate a particular model of men’s glove. Beginning in March 1954, 
and until November 1, 1956, plaintiffs used the glove trademarks on 
women’s gloves, a product different from the men’s glove which the glove 
trademarks symbolized. These facts alone render the assignment invalid. 

The inexorable conclusion is that the assignment of October 1, 1953 
was an invalid assignment in gross, which passed no rights to plaintiffs. In 
any event, by November 1, 1956, plaintiffs had discontinued the sale of 
gloves under the HAYMAKERS mark, after making a minuscule amount of 
sales, the transparent purpose of which was to try to bolster plaintiffs’ 
flimsy claims of preemption in the broad field of women’s apparel and 
accessories. 

In “balancing the equities,” it is appropriate to consider some aspects 
of the plaintiffs’ own conduct with reference to the subject-matter of this 
litigation. The defendants contend that plaintiffs’ registered shoe trade- 
marks are invalid (a) because of false statements under oath in the appli- 
cations for registration of those marks and (b) by reason of abandonment. 
Aside from the question of invalidity, the false statements and alleged 
abandonment have a bearing upon an equitable appraisal of plaintiffs’ 
trademark practices. 

There is no doubt about the fact that the plaintiffs made false state- 
ments in their applications for trademark registration as to the description 
of the goods on which the trademark was then being used, and as to the 
dates of first use and first use in interstate commerce. 
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(1) In Avon Shoe Co., Ine.’s application (filed November 7, 1950 and 
amended January 22, 1952), it was stated that the applicant “has adopted 
and is using the trademark [HAYMAKERS] shown on the accompanying 
drawing, for Men’s, Women’s and Children’s Shoes of Leather, Suede, 
Canvas, Fabric or Composition and Combinations thereof.” This statement 
was false. The only HAYMAKERS shoe which plaintiffs manufactured and 
sold at any time was a women’s shoe made of leather or suede. Plaintiffs 
never marketed under the name HAYMAKERS, men’s shoes or children’s 
shoes or shoes of canvas, fabric, composition or combinations thereof. 

Moreover, in Avon Shoe Co., Ine.’s application (filed February 23, 
1953) for registration of the HAYMAKERS BY AVON, it was stated that the 
applicant “has adopted and is using the trademark [HAYMAKERS By AVON] 
* * * for ‘Men’s, Women’s and Children’s Shoes of Leather.’” This state- 
ment was false because plaintiffs never manufactured or sold men’s and 
children’s shoes under the mark HAYMAKERS BY AVON. 


(2) The application of Avon Shoe Co., Inc. (filed November 7, 1950 
and as amended January 22, 1952) stated that the HAYMAKERS trademark 
“was first used in January 1941, and was first used in interstate commerce 
* * * in January 1941.” The November 7, 1950 application before amend- 
ment had stated that the date of first use of HAYMAKERS was July 1942 and 
that the date of first use in interstate commerce was September 27, 1943. 
On the state of the record herein—which contains unclear evidence in 
plaintiffs’ behalf as to just when HAYMAKERs was first used as an indepen- 
dent trademark by plaintiffs and was so first used by plaintiffs in interstate 
commerce—the Court has found that such first uses occurred sometime 
before 1945, probably in the year 1942. 

Under 15 U.S.C. § 1119, the Court has permissive and equitable power 
to cancel a mark. The Court will not order the cancellation of plaintiffs’ 
marks. Nevertheless, the Court will give some, though not decisive, con- 
sideration to the false statements referred to above in connection with the 
balancing of the equities. 

As to the matter of “abandonment” urged by defendants, it is to be 
noted that, under 15 U.S.C. §§ 1064(¢), 1127(b), a mark shall be deemed 
to be “abandoned” when any course of conduct of the registrant, including 
acts of omission as well as commission, causes the mark to lose its signifi- 
cance as an indication of origin.” (Emphasis supplied.) The evidence 
showed that plaintiffs have authorized and permitted Rosart Handbag 
Company to manufacture handbags which are marketed under the trade- 
mark HAYMAKERS BY ROSART. The word ROSART is more prominent than the 
words HAYMAKERS BY. Consequently, the HAYMAKERS mark identified 
Rosart Handbag Company as a source of HAYMAKERS goods. Previously, 
plaintiffs advertised HAYMAKERS MATCHMATE BAGS BY EMMET OF CALIFORNIA 
(Plaintiffs’ Exh. 18). 

The Court, however, regards such evidence, not as establishing aban- 
donment, but rather as indicating (together with the other evidence in the 
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record) that HAYMAKERs did not obtain a secondary meaning as indicating 
that plaintiffs were the exclusive source or origin of goods marked with 
the name HAYMAKERS. Such evidence, moreover, has some significance in 
evaluating the equitable merits of plaintiffs’ claim for exclusive preemption 
of the name HAYMAKERS. 

There are other elements that must also be considered in “balancing 
the equities.” Reference has already been made to the fact that there was 
no originality in plaintiffs’ adoption of the HAYMAKERS name for their 
women’s moccasin shoe, as it had been borrowed from The Daniel Hays 
Company, Ine. in an effort to capitalize on the registered glove marks of 
that firm. 

In addition, in the early advertisements of the HAYMAKERs shoe, the 
HAYMAKERS shoe name was repeatedly misrepresented to the public as hav- 
ing been registered in the United States Patent Office (e.g., Plaintiffs’ 
Exhs. 80A, 80B, 132, 133). Plaintiffs also imprinted the trademark regis- 
tration legend ® on handbags of another manufacturer (Roger Van S) 
sold by plaintiffs under the HAYMAKERS mark, although neither plaintiffs 
nor the handbag manufacturer had a registration of that mark for hand- 
bags (Defendants’ Exh. DDD, s.m.pp. 655-656). 

Plaintiffs were guilty of inexcusable delay before instituting this 
action. While this Court does not find it necessary to conclude that such 
delay is sufficient to constitute laches as a legal defense to defendants, the 
delay is another element to be considered in balancing the equities. 

Furthermore, it appears clearly that the defendants’ HAYMAKER 
women’s sportswear line has not stained or tarnished whatsoever the reputa- 
tion of the HAYMAKERs shoe. There is a complete absence of any credible 
proof that defendants caused any harm or injury to plaintiffs. 

Finally, it is undisputed that plaintiffs at no time even contemplated 
entering into the women’s sportswear or dress field. 

The irresistible conclusion is that the equities weigh heavily in defen- 
dants’ favor. 

The following formal findings and conclusions are supplemental to 
and in elaboration of the findings and conclusions already expressed in 
the foregoing portion of the Court’s opinion. 


FINDINGS OF Fact 


1. Plaintiff Avon Shoe Co., Inc. is a New Jersey corporation, incorpo- 
rated in 1935. Plaintiff Haymaker Shoe Corp. is a Massachusetts corpora- 
tion, incorporated in 1950. The latter corporation has never been licensed 
to do business in New York. It is a subsidiary of plaintiff Avon Shoe Co., 
Ine. 


2. Plaintiffs manufacture and sell a moccasin type shoe in four models 
under the mark HAYMAKERS. They have never manufactured a general line 
of women’s shoes under that mark. The HAYMAKERsS shoe is a comfortable 
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walking shoe. It is not a style or fashion shoe. The HAYMAKERS shoe, in 
addition to being advertised in national women’s magazines, was advertised 
in nursing journals. The retail price range of this shoe is now between 
$15.95 and $16.95, which is in the middle price bracket. In some depart- 
ment stores, the HAYMAKERS shoe was sold in the budget or moderate- 
priced, as distinguished from the better, shoe departments. 


3. Defendants David Crystal, Ine. and Haymaker Sports, Ine. are 
New York corporations, incorporated in 1921 and 1945, respectively. Hay- 
maker Sports, Inc. is a subsidiary of David Crystal, Ine. 

Haymaker Sports, Inc. manufactures and sells an extensive line of 
women’s sportswear, including blouses, shirts, skirts, dresses, suits, play- 
suits and miscellaneous separates at a retail price beginning with $5.50 for 
the least expensive summer sleeveless shirt, and ranging to $69.95 for the 
most expensive sportswear items. 

The HAYMAKER women’s sportswear line is a fashionable and stylish 
line in the middle to upper-middle price bracket, reflecting fine workman- 
ship and quality fabrics. The women purchasers of this sportswear line 
are, on the average, choosy, selective and sophisticated. 


4. Defendants B. Altman & Co., Best & Co., Inc., and John Wana- 
maker are leading department stores which sell HAYMAKER women’s sports- 
wear. They do business in the Southern District of New York. 


5. Plaintiffs and defendants are not competitors. Plaintiffs have never 
manufactured or sold women’s sportswear, nor have they planned to do so. 
Defendants have never manufactured or sold women’s shoes. 


6. The defendant firms are not newcomers in the women’s apparel 
field. They are the outgrowth of a business begun in 1905 by David Crystal. 
They are regarded by the trade and the purchasing public as among the 
outstanding manufacturers of women’s suits, dresses and sportswear, with 
an excellent reputation for quality, style, and integrity. 


7. Defendant David Crystal, Inc. first used the word HAYMAKER in an 
advertisement in the May 1943 issue of Harper’s Bazaar. This advertise- 
ment was prepared by David Crystal, Inc.’s advertising agency without 
knowledge of any prior use of that word by plaintiff Avon Shoe Co., Ince. 

On April 2, 1945, defendant Haymaker Sports, Ine. was incorporated 
under that name under the laws of the State of New York. 

On May 2, 1945, defendants filed an application to register the trade- 
mark HAYMAKER SPORTS. 

From April 1945 through November 1945, defendant Haymaker 
Sports, Inc. marketed its women’s sportswear with hang tags containing 
the mark HAYMAKER SPORTS. 

Beginning in December 1945 and continuously to date, defendants’ 
sportswear has been marketed on a national scale, with woven labels bear- 
ing the trademark HAYMAKER, which was adopted in good faith without 
knowledge of the similar shoe name. 
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The records of HAYMAKER label purchases from October 1945 through 
the middle of 1957 show purchases of 4,256,638 labels. 

The advertising and publicity of defendants’ HAYMAKER women’s 
sportswear from 1945 to date has been extensive and on a national scale, 
consisting of editorial comments and advertisements in such national style 
magazines as Harper’s Bazaar, Vogue, Glamour, Charm, Mademoiselle and 
others, and of newspaper advertisements throughout the United States, 
beginning with an advertisement of Saks Fifth Avenue in The New York 
Times on May 23, 1945. In addition, defendants’ HAYMAKER sportswear 
was publicized by promotional announcements, promotional circulars, 
matrices, newspaper articles, fashion shows, and radio advertising. 

The HAYMAKER women’s sportswear line found popular acceptance 
upon its introduction in 1945; developed an excellent reputation for quality 
and style; and rapidly became known to the public, which requested HAY- 
MAKER sportswear by name. 

Until 1953 (when fabrics became more plentiful and competition 
became keener), large advertising expenditures on the part of defendants 
themselves were not necessary to promote the HAYMAKER sportswear line. 
The HAYMAKER sportswear line was, however, from its very beginning in 
1945, extensively advertised and featured by department stores and 
women’s specialty shops all over the country, and later by fabric mills 
which supply defendants. 


The net advertising expenses of defendant Haymaker Sports, Inc. for 
the fiscal years ending March 31, 1949 through March 31, 1955, aggregated 
$218,786.88. 


8. Plaintiff Avon Shoe Co., Inc. was not the first user of the mark 
HAYMAKERS Or HAYMAKER, nor even the first user in the broad field of wear- 
ing apparel and accessories, nor did it conceive or originate that word as 
a mark for women’s shoes. 

J. G. Peppard Seed Company, Inc. began using the word HAYMAKER 
as a trademark for farm seeds in 1928. In 1936, The Daniel Hays Com- 
pany, Ine. began using the word HAYMAKER as a trademark for gloves. The 
Daniel Hays Company, Inc. became the owner of the trademark HAYMAKER 
for gloves registered in the United States Patent Office on February 24, 
1942 (Reg. No. 393,642) and the purported owner, by an assignment in 
gross dated July 10, 1941, of the trademark THE HAYMAKER for gloves 
registered to C. D. Osborn Co., on August 27, 1940 (Reg. No. 380,719). 

It was Saks Fifth Avenue which suggested that plaintiffs’ moccasin 
shoe be called HAYMAKERS. At the request of that department store some- 
time prior to 1945, plaintiffs obtained consent from The Daniel Hays Com- 
pany, Inc. to use the HAYMAKERS name. 

In 1945, when defendants adopted the name HAYMAKER as their trade- 
mark for women’s sportswear, the name HAYMAKERS—then used by plain- 
tiffs in connection with their women’s moccasin shoe—was a style or pattern 
name and not a trademark symbolizing source or origin; and HAYMAKERS 
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was a name generally latched on or tacked on to AVONETTE, the principal 
trademark of plaintiff Avon Shoe Co., Inc., to take advantage of the good 
will of the name of AVONETTE. 


9. On May 2, 1945, a month after the incorporation of defendant 
Haymaker Sports, Inc.—and over three years before the first application 
to register the mark HAYMAKERS for shoes was filed—defendant David 
Crystal, Inc. filed an application in the United States Patent Office to 
register the trademark HAYMAKER SPoRTs for ladies’ and misses’ dresses, 
coats, dress and jacket ensembles, ete. This application was rejected on 
July 27, 1945. 

Defendants were not advised by their trademark service, Design 
Patent Service, of this rejection, and at least until early 1949 were under 
the mistaken impression that this trademark had been registered. 


10. On May 14, 1949, defendant David Crystal, Ine. filed an applica- 
tion in the United States Patent Office through the same Design Patent 
Service to register the trademark HAYMAKER for ladies’ and misses’ dresses, 
skirts, coats, dress and jacket ensembles, suits, blouses, slacks, coveralls and 
jumpers. The United States Patent Office declined to register defendants’ 
HAYMAKER trademark unless a consent thereto was secured from The Daniel 
Hays Company, Inc., the purported owner of the two HAYMAKER registered 
trademarks for gloves. 

On February 18, 1952, defendant David Crystal, Inc. wrote to The 
Daniel Hays Company, Ine. requesting such consent. By letter dated 
March 7, 1952, the latter firm advised defendant David Crystal, Inc. that 
a number of years previously, at the request of Saks Fifth Avenue, consent 
had been given to plaintiff Avon Shoe Co., Ine. to use the HAYMAKER glove 
trademark on shoes, and further stated that The Daniel Hays Company, 
Ine., would not object to giving the requested consent if this was agreeable 
to plaintiff Avon Shoe Co., Ine. 

Not until the receipt of this letter of March 7, 1952, were defendants 
aware that shoes were being marketed under the HAYMAKER mark. 

At the request of plaintiffs, The Daniel Hays Company, Inc. withheld 
its consent. On June 30, 1953, defendants’ 1949 application was finally 
rejected by the Patent Office. 


11. On January 22, 1952, a trademark registration (Reg. No. 554,042) 
was issued by the United States Patent Office to defendant David Crystal, 
Ine. for the trademark CYNTHIA OF HAYMAKER on ladies’ dresses, skirts, 
suits and blouses. 


12. On November 15, 1948, plaintiff Avon Shoe Co., Inc., filed an 
application in the United States Patent Office through the above-mentioned 
Design Patent Service to register the mark HAYMAKERs for ladies’ and 
misses’ shoes. This was the same Design Patent Service which, on behalf 
of defendant David Crystal, Inc., had filed the application of May 2, 1945 
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to register the trademark HAYMAKER SPorRTs and the application of May 14, 
1949 to register the trademark HAYMAKER, both for items of sportswear. 

The Design Patent Service, at the very same time, was processing both 
the November 15, 1948 application of plaintiff Avon Shoe Co., Ine. to 
register the mark HAYMAKERS for women’s shoes and the May 14, 1949 
application of defendant David Crystal, Ine. to register the trademark 
HAYMAKER for women’s sportswear. 


13. Avon Shoe Co., Ine., purporting to be a New York corporation 
and not plaintiff Avon Shoe Co., Ine., a New Jersey corporation, on 
November 7, 1950, filed an application to register the mark HAYMAKERS 
for shoes, and abandoned the previous application (Ser. No. 568,776) of 
November 15, 1948. 

This new (1950) application was at first rejected by the Patent Office 
because of the prior, registered glove marks. In order to overcome this 
rejection, plaintiffs ascribed a narrow scope to their mark, stating that 
gloves and shoes were sufficiently dissimilar to preclude confusion. As a 
result of this admission and a subsequent letter of consent from The Daniel 
Hays Company, Inc. and pursuant to sworn allegations as to dates of first 
use and first use in interstate commerce of the mark HAYMAKERS, and as 
to the nature of the goods on which the HAYMAKERS mark was then being 
used, the said Avon Shoe Co., Ine. obtained registration in the United 
States Patent Office on March 25, 1952 of the mark HAYMAKERs for “men’s, 
women’s and children’s shoes of leather, suede, canvas, fabric or composi- 
tion, and combinations thereof” (Reg. No. 556,671). This mark was pub- 
lished in the Official Gazette of the United States Patent Office on December 
4, 1951 pursuant to 15 U.S.C. § 1062(a). This registration was corrected 
on March 2, 1954 to reflect the State of incorporation of the registrant. 

On February 24, 1953, the said Avon Shoe Co., Inc. obtained registra- 
tion in the United States Patent Office of the mark HAYMAKERs By AVON for 
“men’s, women’s and children’s shoes of leather” (Reg. No. 571,010) on the 
basis of an application filed therefor on October 8, 1951. This mark was 
published in the Official Gazette of the United States Patent Office on 
December 2, 1952 pursuant to 15 U.S.C. § 1062(a). This registration was 
corrected on March 2, 1954 to reflect the State of incorporation of the 
registrant. 


14. On October 1, 1953 (less than a month prior to the institution of 
this suit), the said Avon Shoe Co., Inc.—in an attempt to bolster its posi- 
tion in this action—procured from The Daniel Hays Company, Inc. for 
$1,000, a purported assignment of the latter’s two registered glove trade- 
marks, HAYMAKER and THE HAYMAKER. Although the assignment states 
that the glove trademarks were assigned “together with that part of the 
good will of the business in connection with which the said marks are used,” 
the assignment was an assignment in gross. At the time of the October 1, 
1953 assignment, The Daniel Hays Company, Inc. was not using the HAY- 
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MAKER glove trademarks; indeed, had not been using them for at least six 
years; and no merchandise, list of customers or glove designs and specifica- 
tions were transferred to said Avon Shoe Co., Ine. 

The aforesaid October 1, 1953 assignment was corrected and resworn 
to on December 15, 1953. 


15. The said Avon Shoe Co., Ine. was incorporated under the laws 
of the State of New York on December 30, 1926; was dissolved by proclama- 
tion on December 14, 1941; and, at the time of the issuance of the said shoe 
trademark registrations and the execution of the said assignment, was a 
non-existent corporation. 


16. In the November 7, 1950 application of the said Avon Shoe Co., 
Inc., as amended on January 22, 1952, for registration in the United States 
Patent Office of the trademark HAYMAKERS (which eventuated in Reg. No. 
556,671), the applicant stated that it “has adopted and is using the trade- 
mark shown on the accompanying drawing, for Men’s, Women’s and Chil- 
dren’s Shoes of Leather, Suede, Canvas, Fabric or Composition and Com- 
binations thereof,” and that the said trademark “was first used in January 
1941, and was first used in interstate commerce which may lawfully be 
regulated by Congress in January 1941.” In fact, the trademark Hay- 
MAKERS was used only on women’s shoes of leather and suede. 

Avon Shoe Co., Ine. began to manufacture a moccasin shoe sometime 
in 1940. Avon Shoe Co., Inc. first manufactured the moccasin shoe in the 
form of a pump (illustrated by Exh. 51) ; and, approximately a year later, 
manufactured the moccasin shoe in the form of an oxford (illustrated by 
Exh. 52). 

Commencing in 1941 and continuously thereafter, Avon Shoe Co., Inc. 
sold some shoes on which was imprinted the style-name HAYMAKERS in gold 
letters on the sock liner of said shoes. Sometime in 1942, shoes on which 
was imprinted the trademark HAYMAKERs were sold. 

The style-name HAYMAKERs was first printed on the cover and the sides 
of the shoe boxes used in connection with the sale of the moccasin style 
shoes of Avon Shoe Co., Inc. These shoe boxes carried the printed name 
HAYMAKERS in large type and, in relatively small type, the phrase THE 
MODERN MOCCASIN on the cover and each side. On these shoe boxes there 
also appeared the copyright legend: “© Frank C. Mayer Co. Inc., Bklyn 
and Lawrence, U.S.A.” 


17. In the October 8, 1951, application of the Avon Shoe Co., Inc. 
for registration in the United States Patent Office of the trademark 
HAYMAKERS BY AVON (which eventuated in Reg. No. 571,010), the applicant 
stated that it “has adopted and is using the trademark shown on the accom- 
panying drawing, for ‘Men’s, Women’s and Children’s Shoes of Leather.’ ” 
This statement was incorrect to the extent that the trademark HAYMAKERS 
BY AVON was used only on women’s shoes. 
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18. Plaintiffs do not manufacture handbags; but beginning after 
September 30, 1952, plaintiffs have sold on a commission basis a small 
quantity of leather handbags made by handbag manufacturers, which hand- 
bags match the HAYMAKERS shoe. These limited sales of women’s leather 
handbags were an accommodation to those stores which desired to display 
matching leather handbags, but there is no other item which stores want 
as an accommodation item with shoes. Some of these handbags manufac- 
tured by handbag manufacturers contained the HAYMAKERS name thereon, 
others contained the HAYMAKERS name coupled with the name of the hand- 
bag manufacturer. Handbags manufactured by Rosart Handbag Company 
and now being sold on a commission basis, bear the trademark HAYMAKERS 
BY ROSART, with the word ROSART more prominent than the words Hay- 
MAKERS BY. Previously, plaintiffs advertised HAYMAKERS MATCHMATE BAGS 
BY EMMET OF CALIFORNIA. As a result of the foregoing, plaintiffs’ mark has 
lost any possible significance as an indication of source or origin. 


19. Plaintiffs first sold women’s gloves under the HAYMAKERs trade- 
mark in March 1954, five months after institution of this lawsuit. Since 
November 1, 1956, gloves were no longer an item of sale by plaintiffs, who 
found it impossible to match glove leathers with the leather used in the 
manufacturing of the HAYMAKERs shoe, so far as color was concerned. The 
amount of these glove sales for the four-year period aggregated only 
$10,787.24. 


20. On October 20, 1953, defendant Haymaker Sports, Inc. filed an 
application (No. 655,057) for registration of the mark HAYMAKER on 
women’s shirts, skirts, blouses, shorts, jackets, dresses, suits and slacks. On 
March 12, 1954, the United States Patent Office—notwithstanding the prior 
HAYMAKER shoe and glove registrations—found that: 


“A search of the Office records fails to show that the mark, when 
applied to applicant’s goods, is confusingly similar to any registered 
mark” 


and passed the said mark for publication in the Official Gazette of June 
15, 1954, on which date the said mark was so published. 

Registration of the said mark has not issued and application is still 
pending, only because of the opposition thereto filed by plaintiff Avon Shoe 
Co., Ine. on July 13, 1954 and the staying of the whole matter by the 
Patent Office pending the outcome of this suit. 

No other person has filed an opposition to the registration of the said 
mark; and the period of thirty days after the date of the said publication 
within which to file any such opposition pursuant to 15 U.S.C. § 1063 has 
expired. 

The opposition of plaintiff Avon Shoe Co., Ine. to the registration of 
defendants’ HAYMAKER mark for women’s sportswear is inconsistent with 
the plaintiffs’ position (taken by said plaintiff before the Patent Office in 
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its said applications of November 15, 1948 and November 7, 1950, to register 
the mark HAYMAKERsS for shoes) that there is no confusing similarity be- 
tween the mark HAYMAKER on gloves and the mark HAYMAKERS on shoes, 
that under the Lanham Act many trademarks have been issued in the same 
class but on different articles of clothing, and that there would never be 
any consumer confusion because shoes and gloves are sold in entirely 
different stores or different departments. 


21. The net sales to department stores and women’s specialty shops 
of HAYMAKER women’s sportswear—hangtagged with the mark HAYMAKER 
sports for the period April 1945 through November 1945 and labelled with 
the mark HAYMAKER from December 1945 through March 1958—were 
$22,780,262.47. These net sales had a retail value of approximately 
$37 967,877.45. 


22. The stores in which defendants’ HAYMAKER sportswear is sold 
cover a wide range, from the finest women’s specialty shops and department 
stores (such as Bergdorf Goodman in New York City, Lord & Taylor in 
New York City, Neiman-Marcus in Dallas, Burdine’s in Miami, Garfinkel’s 
in Washington, D. C., and Kreeger’s in New Orleans) to smaller specialty 
shops in small towns. 

Plaintiffs’ shoe is sold only to about 325 store accounts, as compared 
with 4,400 store accounts where defendants’ HAYMAKER women’s sportswear 
is sold. 

The HAYMAKERS shoe is sold in shoe stores and booteries where no 
women’s sportswear is sold; and the HAYMAKER women’s sportswear is sold 
in women’s specialty shops where no shoes are sold. 

In addition, the HAYMAKERs shoe is sold in department stores which 
do not sell the HAYMAKER women’s sportswear line; and, similarly, HAy- 
MAKER sportswear is sold in department stores which do not sell the 
HAYMAKERS shoe. 

In a small number of department stores and women’s specialty shops 
both the HAYMAKERs shoe and the HAYMAKER line of women’s sportswear 
are sold, but in these stores and shops women’s shoes and sportswear are 
selected and ordered by different merchandise buyers and are sold in 
different departments. Among this group of stores are found some of the 
finest stores in the United States, including Lord & Taylor in New York 
City and Neiman-Marcus in Dallas. 

The percentage of overlap in the same marketing channels used by 
both plaintiffs and defendants is less than one percent. 

From the beginning of their sales of HAYMAKERs shoes, plaintiffs sold 
such shoes to some leading stores; and where so sold, plaintiffs limited the 
sale generally to one such store customer in each city. Plaintiffs made 
fair trade agreements with such customers in order to maintain plaintiffs’ 
retail price. However, HAYMAKERS shoes were sometimes sold at reduced 
prices. 
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23. During the period May 17, 1945 to May 17, 1946, defendants’ 
HAYMAKER sportswear line was sold to 1,006 retail stores geographically 
distributed in every state, the District of Columbia, Hawaii, and Puerto 
Rico, including the finest department stores and women’s specialty shops. 

During that period, there were only about 60-70 retail stores purchas- 
ing the HAYMAKERS shoe, of which ten percent were booteries. 


24. Out of the 1,006 stores which sold HAYMAKER sportswear in 1945- 
1946, only five—Saks Fifth Avenue in New York City, City of Paris in 
San Francisco, R. H. Stearns in Boston, Hutzler Bros. in Baltimore, and 
Gimbel Bros. in Pittsburgh—were previously selling the HAYMAKERs shoe. 

The HAYMAKER sportswear was introduced in 1945-1946 into such 
leading stores as Lord & Taylor in New York City, which did not sell the 
HAYMAKERs shoe until December 1950; Bonwit Teller in New York City, 
which did not sell the HAYMAKERsS shoe until after 1950; Neiman-Marcus 
in Dallas, which did not sell the HAYMAKERS shoe until after 1949; Gar- 
finkel’s in Washington, D. C., which did not sell the HAYMAKERs shoe until 
1947; Kreeger’s in New Orleans, which did not sell the HAYMAKERS shoe 
until 1948-1949; and Frost Bros. in San Antonio, Texas, which did not 
sell the HAYMAKERs shoe until 1953. 


25. During the period of eight years prior to the institution of this 
suit, defendants, by dint of their own efforts, built up a substantial business 
and good will in their HAYMAKER women’s sportswear and created a pres- 
tige and demand for that sportswear among women purchasers and stores 
supplying them. ; 

Defendants’ women’s sportswear is regarded by some of the finest and 
largest department stores and women’s specialty shops in the United States 
as among the outstanding lines of women’s sportswear. 


26. During the first year of production, 1940, the plaintiff Avon Shoe 
Co., Ine. produced moccasin shoes at the rate of approximately 75 to 100 
pairs a day which increased to approximately 200 pairs a day in 1943. 

Between 1943 and 1948, production increased to 300 pairs a day. 

Plaintiffs’ conduct in failing to preserve their pre-1950 records was 
grossly negligent. While this lawsuit was pending, important records con- 
taining material and relevant evidence were destroyed through the plain- 
tiffs’ gross negligence. 

Plaintiffs made unjustified and unsubstantiated charges against their 
former attorneys and then withdrew such charges. 

During the actual trial herein, the plaintiffs attempted for the first 
time to “reconstruct” (from such records as were available relating to the 
purchase of upper leather and split leather and by applying to such records 
a “conversion factor”) plaintiff Avon Shoe Co., Ine.’s annual shoe produc- 
tion for the period from the last half of 1942 to 1950. Plaintiffs’ meth- 
odology was unreliable because: (a) plaintiffs carried large inventories 
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of leather and consequently purchases of leather for a particular year could 
not be accurately translated into shoe production; and (2) there were 
significant inconsistencies in the different sets of reconstructed production 
figures submitted by plaintiffs, e.g., one set of figures for 1946 was 26,747; 
another set for the same year was 48,933; one set of figures for 1947 was 
31,055; another set for the same year was 21,094. 

During the period from about 1950 to September 30, 1957, plaintiffs 
sold over 920,000 pairs of HAYMAKERs shoes for over $7,000,000. 

The amount spent by plaintiffs for advertising and promotional ex- 
penses during that period has not been established with reasonable accuracy 
for the reason that the schedule (Exh. 151) prepared by plaintiffs’ ac- 
countant was discredited. 


27. The word “haymaker” in sporting parlance is synonymous with 
a knockout or stunning blow. It has not yet received dictionary recognition 
or acceptance by popular usage as a noun or adjective applicable to a 
female or to feminine apparel in the same sense that she or it may be 
colloquially described as a “knockout” or “stunning.” When used today 
in conjunction with women’s apparel or women’s accessories, it is a fanciful 
metaphor. 


28. Manufacturers of women’s shoes, including plaintiffs, do not manu- 
facture women’s sportswear. 


29. In 1945, when HAYMAKER sportswear was introduced by the defen- 
dants, plaintiffs’ HAYMAKERs shoe name was of insignificant stature. 

There is no evidence in the record as to the reputation of the Hay- 
MAKERS trademark as distinguished from plaintiffs’ moccasin shoe; nor does 
such evidence as is in the record establish that a secondary meaning at- 
tached to the HAYMAKERS shoe name or mark by 1945 or at any other 
time. 

Defendants did not know of plaintiffs’ HAYMAKERS name at the time 
of the incorporation of Haymaker Sports, Inc. on April 2, 1945. Defen- 
dants’ activities thereafter were not calculated to conceal from plaintiffs 
the fact that defendants were using the trademark HAYMAKER. The corpo- 
rate name of defendant Haymaker Sports, Inc., with an address at 498 
Seventh Avenue, New York City, in the heart of the garment district, fairly 
suggests a manufacturer of sportswear. 

Because of the extreme paucity of plaintiffs’ advertising before 1945— 
only one national magazine editorial credit prior to 1945 (Vogue, October 
1942) and only a one-quarter page advertisement of plaintiffs’ moccasin 
shoes (Harper’s Bazaar, October 1942)—there is no particular significance 
to the circumstance that the defendants had their first Harper’s Bazaar 
editorial credit in the May 1951 issue; or that the plaintiffs had their first 
editorial credit in Vogue in the October 1942 issue and that the defendants 
had their first Vogue editorial comment in the February 1948 issue; or that 
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the plaintiffs had an advertisement (their first one) in Mademoiselle in the 
July 1945 issue and the defendants had an advertisement in the February 
1948 issue of Mademoiselle. 

The first advertisement using the word HAYMAKER in reference to goods 
sold by defendant Haymaker Sports, Inc., appeared in The New York 
Times on May 23, 1945, in an advertisement by Saks Fifth Avenue. This 
advertisement carried the legend “S.F.A. introduces HAYMAKER Blouses,” 
(Defendants’ Exh. S-6). The words “S.F.A. introduces HAYMAKER Blouses” 
in this 1945 advertisement are printed in informal script. A comparison 
of that script printing with the script printing that appears throughout 
the Saks Fifth Avenue 1942 mailing leaflet or stuffer (Plaintiffs’ Exh. 
80-B) demonstrates that whoever in the Saks Fifth Avenue advertising de- 
partment wrote the copy of the script in the 1945 advertisement probably 
wrote the copy of the script in the 1942 advertisement. The foregoing item 
does not constitute evidence that the defendants, directly or indirectly, 
attempted to imitate or copy the script style of the words HAYMAKER OXFORD 
and HAYMAKER PUMP in Plaintiffs’ Exhibit 80-B. The latter is a leaflet 
that uses the same script style to advertise ten other shoe styles or patterns 
of plaintiffs comprising the AVONETTEs line (of which HAYMAKER OXFORD 
and HAYMAKER PUMP were two additional styles in that line). 


30. The average woman purchaser is discriminating in the purchase 
of shoes and sportswear at the price ranges encompassing plaintiffs’ and 
defendants’ products. 


31. There has been no confusion or likelihood of confusion among the 
trade or purchasing public between plaintiffs’ HAYMAKERS moccasin type 
shoe and defendants’ fashionable line of HAYMAKER women’s sportswear. 
The trade and purchasing public have not been misled into believing that 
plaintiffs are the source or origin of defendants’ merchandise. 

Seven department store executives who testified in behalf of defen- 
dants supplied credible evidence that any instances of consumer confusion 
as to source or origin of goods sold under the same trademark called to the 
attention of their respective stores, would have been reported to them. No 
instances of such confusion with respect to HAYMAKER Or HAYMAKERS had 
ever been reported to them. 


32. Plaintiffs’ comfortable moccasin walking shoe and defendants’ 
fashionable and stylish line of sportswear attract different segments of the 
feminine purchasing public; and, if there are some common purchasers, 
the number is negligible. 


33. There has been no proof by the weight of credible evidence that 
there was actual or likely confusion by any purchaser as to the origin or 
source of plaintiffs’ or defendants’ goods. The evidence of two letters 
written to plaintiffs (Exhs. 84, 85) and the testimony of plaintiffs’ tele- 
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phone operators (sm.pp. 1472, 1473, 1513, 2511), if competent and cred- 
ible, amounted to de minimis. 


In only several instances out of literally thousands of advertisements, 
a few stores have publicized by separate advertisements in the same news- 
paper plaintiffs’ HAYMAKERS shoes and defendants’ HAYMAKER women’s 
sportswear. These are de minimis instances; are unrelated; and are not 
evidence of a pattern of conduct or of any plan or scheme. 

In a very few instances, amounting to de minimis, several department 
stores made clerical errors with respect to plaintiffs’ account for defective 
merchandise delivered by defendants. The evidence herein concerning such 
clerical errors did not constitute proof of confusion as to the origin or 
source of defendants’ goods. 

In three out of ninety-six issues of women’s magazines where defen- 
dants’ HAYMAKER sportswear has been commented upon editorially, refer- 
ences were also made to plaintiffs’ shoes as STYLED BY HAYMAKER and HAY- 
MAKERS shoe and to defendants’ shirts as BY HAYMAKER. These are de 
minimis instances; are unrelated; and are not evidence of a pattern of 
conduct or of any plan or scheme. 

Aside from the defendants’ good faith and the absence of any improper 
intent on the defendants’ part (see Maternally Yours, Inc. v. Your Ma- 
ternity Shop, Inc., 234, F.2d 538, 543, 110 USPQ 462, 465 (46 TMR 1509) ), 


and applying the “test” whether “an appreciable number of ordinarily 
prudent purchasers will be confused” (Maternally Yours, Inc., supra, 234 
F.2d 542, 110 USPQ at 465), the Court finds that there is neither actual 
nor likely confusion. 


34. Defendants have not attempted to palm off their HAYMAKER sports- 
wear to distributors, retailers or the purchasing public as the product of 
plaintiffs. Nor have defendants diverted any of plaintiffs’ customers at the 
wholesale or retail level of purchasers. 


35. Defendants’ HAYMAKER women’s sportswear line has not stained or 
tarnished whatsoever the reputation of plaintiffs’ HAYMAKERS shoe. Cf. 
Browne-Vintners Co. v. National Distillers & Chemical Corp., 151 F.Supp. 
595, 606, 114 USPQ 483, 492 (48 TMR 28). 


36. There was, and is, no necessity for plaintiffs, in order to hold or 
develop their HAYMAKERs shoe business, to expand into the women’s sports- 
wear field ; and plaintiffs have never even attempted or planned to do so. 


37. Plaintiffs have not sustained any loss of sales or damage to reputa- 
tion or otherwise, as a result of defendants’ use of the trademark HAYMAKER 
on women’s sportswear. 


38. Defendants’ notation on some of its labels, “Trade-Mark Reg.,” was 
inadvertent, due to a misunderstanding within the defendant firms concern- 
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ing the registration status of the HAYMAKER sportswear trademark, and was 
without intention to mislead the public. On none of the advertising of 
defendants’ HAYMAKER sportswear did the erroneous notation appear. 


39. In repeated instances during the period late 1942 through Septem- 
ber 2, 1951, on advertisements for plaintiffs’ HAYMAKERS shoe published 
prior to the registration of that trademark, there appeared the statutory 
notation of registration, “Reg. U.S. Patent Office.” 

On some of the handbags made by handbag manufacturers but sold by 
plaintiffs, there appeared the statutory notice of registration (®), although 
plaintiffs do not own a trademark registration for handbags. 


40. The mark HAYMAKER has been registered for a variety of products. 

A HAYMAKER trademark for farm seeds was registered in the United 
States Patent Office by J. G. Peppard Seed Company on July 16, 1929 (Reg. 
No. 258,847 ; date of first use, January 2, 1928). 

A HAYMAKER trademark for hay storage bins was registered in the 
United States Patent Office by Martin Steel Products Corporation on Janu- 
ary 21, 1947 (Reg. No. 427,034; date of first use, September 1938). 

A HAYMAKER trademark for baler twine was registered in the United 
States Patent Office by Bermingham & Prosser Company on August 31, 1954 
(Reg. No. 394,405; date of first use, January 30, 1953). 

A HAYMAKER trademark for hay and forage chopping machines was 
registered in the United States Patent Office by Brady Manufacturing 
Corporation on April 22, 1958 on the supplemental register (Reg. No. 
660,887 ; date of first use, March 15, 1955). 

A HAYMAKER trademark application was filed on March 18, 1950 in the 
United States Patent Office by D. B. Fuller & Co., the well-known textile 
firm, for textile fabrics, but was rejected, presumably because of the HAy- 
MAKER glove trademarks. A second trademark application by that firm, 
filed June 26, 1951 in the United States Patent Office covering the trademark 
HAYMAKER FOR A FULLER FABRIC, was rejected because of the registered glove 
trademarks. 

There are approximately fifty-three different marks registered in the 
United States Patent Office containing the prefix “Hay * * *” or the suffix 
“* * * WAKER” in the Patent Office classifications of clothing and fabrics. 
For example the trademark HAYEs has been registered by two different firms 
for different goods, namely, (1) “men’s, women’s and children’s shoes, boots 
and slippers,” and (2) “women’s dresses, suits, coats, slips, half slips, night- 
gowns, pajamas, panties, girdles, brassieres, and foundation garments.” 
The trademark PACEMAKER has been registered by four different firms for 
different goods, namely, (1) “hosiery,” (2) “suits for men and boys,” (3) 
“overalls, work shirts, and rompers,” and (4) “men’s and children’s shoes.” 
On the same day, October 23, 1945, the trademark HIT MAKER was registered 
by defendant David Crystal, Inc. for ladies’ and misses’ dresses, coats, dress 
and jacket ensembles, suits, blouses, skirts, slacks, coveralls, jumpers; and 
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the trademark PLAYMAKER was registered by Hollywood Casuals for women’s 
playclothes—namely, “shorts, slacks, jumpers and playsuits.” 


41. The HAYMAKERS or HAYMAKER name is not the only name used as a 
trademark by a manufacturer of women’s shoes, on the one hand, and by 
a manufacturer of women’s apparel, on the other hand. The trademark 
HAYES and the trademark PANDORA are or have been so used. 


42. Prior to 1945, plaintiffs’ national advertising consisted of a one- 
quarter page advertisement in the October 1942 issue of Harper’s Bazaar. 

It was not until 1948 that plaintiffs began a modest advertising pro- 
gram, with seven advertisements in Vogue, Mademoiselle and Harper’s 
Bazaar, which were followed in 1949 with fifteen advertisements in national 
women’s magazines. 


43. Plaintiffs’ HAYMAKERs shoe was commented on in the October 1, 
1942 issue of Vogue. Not until the February 1953 issue of Vogue, a period 
of over ten years, was the HAYMAKERS shoe again commented upon in a 
national women’s magazine. 

From March 1946 to February 1953, the HAYMAKER women’s sports- 
wear line was commented upon in national women’s magazines no less than 
thirty-seven times. 

Between February 1953 and the present, the disparity is even greater. 
Since February 1953, the HAYMAKER women’s sportswear line has been 
commented upon no less than sixty times in national women’s magazines, 
whereas plaintiffs’ HAYMAKERsS shoe has been commented upon editorially in 
such magazines only eight times. 


44. From 1945 (when defendants began using the trademark Hay- 
MAKER on their women’s sportswear) until February 25, 1952 (when The 
Daniel Hays Company, Inc. wrote to plaintiffs with reference to defendants’ 
HAYMAKER women’s sportswear), plaintiffs made no claim of trademark 
infringement or unfair competition. 


During that period of seven years, defendants’ use of the HAYMAKER 
trademark on women’s sportswear was open, notorious and continuous. 

Plaintiffs knew of defendants’ extensive use of the HAYMAKER mark 
on women’s sportswear long prior to February 25, 1952 and acquiesced in 
that use. 

During the sixteen months between February 25, 1952 and June 25, 
1953, when their attorneys wrote a “cease and desist” letter to defendants, 
plaintiffs made no claim of trademark infringement or unfair competition, 
and acquiesced in the continued use of the HAYMAKER mark on defendants’ 
women’s sportswear. 

Between April 21, 1954 (the date of the first session of plaintiffs’ ex- 
amination before trial of defendants) and January 9, 1957, plaintiffs failed 
to prosecute this suit, which was marked off the trial calendar in May 1956 
and was not restored to the calendar until April 9, 1957. 
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CONCLUSIONS OF LAW 


I. This Court has jurisdiction of the parties, the claims asserted in the 
pleadings, and the subject-matter of this action. 


II. The interest of defendants to preserve the substantial business and 
good will of their HAYMAKER women’s sportswear line, which was built up 
by their own efforts during the eight years prior to the institution of this 
suit and the over four years since that time, is paramount to any of plain- 
tiffs’ interests. 


III. Defendants’ use of the trademark HAYMAKER on women’s sports- 
wear has not caused confusion as to the source or origin of such goods, nor 
is such use likely to cause confusion or mistake or to deceive purchasers 
as to the source or origin of such goods. 


[V. Defendants’ HAYMAKER trademark on women’s sportswear was 
adopted by defendants in good faith and without knowledge of any prior 
use of plaintiffs’ HAYMAKERS shoe names and has been continuously used 
on a national scale by defendants since 1945. Such initial use by defendants 
was prior to the publication (on December 4, 1951) of the plaintiffs’ regis- 
tered trademark HAYMAKERsS (Reg. No. 556,671) under 15 U.S.C. § 1062(a), 
and prior to the publication (on December 2, 1952) of the plaintiffs’ regis- 
tered trademark HAYMAKERS By AVON (Reg. No. 571,010) under 15 U.S.C. 
§ 1062(a). 


V. The HAYMAKERS name on plaintiffs’ women’s moccasin shoe was not 
pirated by defendants. The HAYMAKERS shoe name had not acquired sec- 
ondary meaning by or in 1945 or at any subsequent time. 


Plaintiffs have valid trademarks and trade names in HAYMAKERS and 
HAYMAKER BY AVON when applied to women’s shoes; but these marks and 
names have not acquired secondary meaning as indicating articles of 
women’s apparel or women’s accessories manufactured, sold or controlled 
by plaintiffs. 


VI. Defendants have not infringed, and do not infringe, any trade- 
mark rights of plaintiffs either by the manufacture and/or sale of Hay- 
MAKER women’s sportswear, or by the use of their mark HAYMAKER in the 
corporate name of defendant Haymaker Sports, Inc., in their advertising, 
and on their labels. 


Defendants—who first used HAYMAKER SPORTS On women’s apparel in 
the spring of 1945 and for a short time thereafter, and who first used 
HAYMAKER on women’s apparel in the latter part of 1945 and continuously 
thereafter to date—did not and do not interfere with any rights of plaintiffs. 


VII. Defendants have not competed, and do not compete unfairly, with 
plaintiffs by the manufacture and/or sale of their HAYMAKER women’s 
sportswear, or by the use of their mark HAYMAKER in the corporate name of 
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defendant Haymaker Sports, Inc., in their advertising, and on their labels, 
or by any other acts or activities. 


VIII. Plaintiffs have suffered no damage from defendants’ use of the 
trademark HAYMAKER in the corporate name of defendant Haymaker 
Sports, Inc., in their advertising, and on their labels, or from defendants’ 
acts of activities in any other way. 


Defendants’ use of the trademark HAYMAKER and the corporate name 
HAYMAKER SPORTS, INC. on women’s apparel has not caused confusion in the 
trade or among ultimate purchasers and is not likely to result in confusion 
to the purchasers of articles of women’s apparel. Neither by dilution of 
plaintiffs’ trademarks and trade names nor otherwise have the defendants 
infringed any of the plaintiffs’ trademarks and trade names. 

Defendants’ use of HAYMAKER on their line of women’s jewelry does 
not infringe plaintiffs’ trademark or other rights and does not compete or 
compete unfairly with plaintiffs. 

Defendants’ use of various combinations of Hay and/or MAKER—such 
as, HIT MAKER, CYNTHIA OF HAYMAKER, CHARLES OF HAYMAKER, HAY JR., 
HEY JR., HAYETTE and other similar terms—does not infringe any of plain- 
tiffs’ trademark or other rights and does not compete or compete unfairly 
with plaintiffs. 


IX. Defendants’ use of the mark HAYMAKER on women’s sportswear 
and the manner in which defendants conduct their business do not consti- 
tute any threat to plaintiffs’ reputation or good will. Plaintiffs are not 
entitled to injunctive relief or to any other relief. 


X. The assignment dated October 1, 1953 by The Daniel Hays Com- 
pany, Inc. of its registered glove trademarks (Reg. No. 380,719 and Reg. No. 
393,642) to Avon Shoe Co., Inc., was an assignment in gross and a nullity. 


XI. The complaint should be, and hereby is, dismissed on the merits. 
Judgment should be entered on the counterclaim of defendants David 
Crystal, Inc. and Haymaker Sports, Inc. declaring that defendants’ trade- 
mark HAYMAKER On women’s sportswear does not infringe any of plaintiffs’ 
trademark rights, and directing the Commissioner of Patents (in accord- 
ance with the provisions of 15 U.S.C. § 1119) to dismiss and dissolve the 
pending opposition of plaintiff Avon Shoe Co., Inc., to the registration of 
the mark HAYMAKER for items of women’s sportswear and to issue registra- 
tion to defendant Haymaker Sports, Inc. of said mark pursuant to its pend- 
ing application filed October 20, 1953 and numbered 655,057. Costs and 
disbursements are awarded to defendants. 

Settle judgment on five days’ notice within five days from the date of 
the filing of this decision. 
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HARMS, INC. v. TOPS MUSIC ENTERPRISES, INC., OF CALIFORNIA et al. 


No. 1255-57-Y —D. C., S. D. Calif., Central Div. — March 13, 1958 — 
117 USPQ 72 


7.211—REMEDIES—UNFAIR COMPETITION—BASIS OF RELIEF—IN GENERAL 

Action for copyright infringement and unfair competition, based on ownership 
of copyrights to musical compositions, against defendants reproducing songs on 
records without payment of license fees or authorization. Question of plaintiff’s 
compliance with State law not material since question involves federal law. Acts 
of unfair competition must affect interstate commerce, and relief may be granted 
against misuse, truncation or distortion of literary property or the title to the 
work. However, one who sues for the recovery permitted by copyright law is not 
allowed to recover in another claim for unauthorized use of title. Here action seeks 
injunctive relief and damages for copyright infringement and also punitive dam- 
ages for unfair competition and violation of Lanham Act. Use of title was inci- 
dental to song, and though facts proving trademark infringement may also prove 
unfair competition the title cannot be dissociated from the song. Action is one of 
copyright infringement. Absent allegations of misrepresentation or deception of 
the public there can be no recovery for unfair competition. 

12.—COPYRIGHTS 

Defendants, in affidavits, admit recordation without authorization and tender 
royalty fees which were rejected, but admissions establish inability under Copyright 
Act and therefore summary judgment is granted as to liability. Question as to 
amount of liability to be determined at trial. 

2—COURTS—PLEADING AND PRACTICE 

Rule 54(b) providing for judgment upon one of several multiple claims and 
permitting appeal from that judgment does not permit rendering a final judgment 
upon the finding of liability in the partial summary judgment granted. Final 
judgment must await the determination after full trial. 


Action by Harms, Inc. v. Tops Music Enterprises, Inc., of California 
and Carl Doshay for copyright infringement and unfair competition. 
Plaintiff moves for partial summary judgment and for partial final judg- 
ment. Defendants move to dismiss complaint. Motion for partial summary 
judgment granted; motion for partial final judgment denied; motion to 
dismiss granted in part and denied in part. 


Fink, Levinthal & Lavery and Arthur S. Katz, of Los Angeles, California, 
for plaintiff. 

Jerry Rolston and Jerry K. Fields, of Beverly Hills, California, for defen- 
dants. 


YANKWICH, Chief Judge. 

This is one of several actions instituted by Harms, Inc., a New York 
corporation, which is the owner of copyrights to musical compositions 
against various defendants, California individuals and corporations, who 
are alleged to have infringed their copyrights,’ by reproducing songs on 
records without the payment of a license fee and without authorization.’ 


17 U.S.C.A., § 1 et seq. 
15 U.S8.C.A., §§ 1(e), 101(e). 
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In the case before us, the particular musical composition is known 
as “You and the Night and the Music,” the authors of which are Howard 
Dietz and Arthur Schwartz, who have transferred their rights to the plain- 
tiff. The song was published on November 22, 1934, and registered on 
November 23, 1934. 

The Complaint states two claims or causes of action, one seeking injunc- 
tive relief and damages for infringement of the copyright, and the other 
seeking injunctive relief and additional and punitive damages for unfair 
competition, based on diversity under California state law, and for viola- 
tion of the Lanham Trademark Act.° 

In substance, it is alleged in the second cause of action that the act 
of selling inferior recordings of the music without the supervision and 
control of the plaintiff tends to detract from the great reputation of the 
writers of the song and the plaintiffs as the owner of the copyright. 

Additional allegations will be referred to in the discussion to follow. 

The defendants have moved to dismiss the entire complaint or, in the 
alternative, to strike certain portions of it upon the ground that neither 
of the counts states a claim upon which relief can be granted.* 

The attack on the first cause of action for copyright infringement 
need not detain us. We are satisfied that this count sufficiently avers 
ownership of copyright and infringement by the defendants as required 
by the statute and fulfills the requirements as to the statement of a claim 
obtaining in this circuit.® 

As to the second cause of action, lack of jurisdiction is pleaded.* 

We need not concern ourselves with minor contentions such as that 
the plaintiff has not complied with California law for doing business in 
the State of California.’ For, conceding that the certificate on file shows 
non-compliance, plaintiff’s right to sue being federal,*® it is not governed 
by state law. The plaintiff may sue in the jurisdiction where the defendant 
is found.* And granted that in a diversity case, we would be governed 
by state law,’® the questions involved in this case arises under federal law, 
and the State is powerless to determine the conditions under which a corpo- 
ration, in a non-diversity case, or in a pendant action, may sue in federal 
courts.”? 


3. 15 U.S.C.A., §$ 1121, 1125, 1126(b) (h) and (i). 

4. Rule 12(b) (6), Federal Rules of Civil Procedure. 

5. 17 U.S.C.A., § 101; Form 17, App. Federal Rules of Civil Procedure; see Side- 
botham v. Robinson, 9 Cir., 1955, 216 F.2d 816, 826, 830-831. 

6. Rule 12(b), (1) (2), Federal Rules of Civil Procedure. 

7. California Corporations Code, §§ 6400-6410, 6801. 

8. 28 U.S.C.A., § 1338(a) and (b), 15 U.S.C.A., § 1121. 


9. 28 U.S.C.A., §1391(b) and (e) ; § 1400. 

10. Woods v. Interstate Realty Co., 1949, 337 U.S. 535. 

11. Erie Ry. Co. v. Tompkins, 1938, 304 U.S. 64, 78; Woods v. Interstate Realty 
Co., supra, Note 10, pp. 538-539. 
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More basic is the question whether a claim either under the Lanham 
Trademark Act or unfair competition under California law is stated in 
the second cause of action. 


I. CopyRiGHT AND UNFAIR COMPETITION 


Conecededly, it is the law of this circuit that the acts of unfair compe- 
tition which are within the purview of the Lanham Trademark Act’? must 
have occurred in or affect interstate commerce.** Under the general concept 
of unfair competition, relief can be granted for the misuse, truncation or 
distortion of the literary property of another,” or even the title to one’s 
work.*® Under these cases, while “mere dilution” of value of literary prop- 
erty will not be protected absent a statute, such as Section 341(a) of the 
New York Business Law, enacted in 1954, protection will be afforded for 
specific injuries to literary rights in works which may not be protected by 
copyright. Where a song is copyrighted under a name, it cannot be disso- 
ciated from it. He who pirates it, pirates it as a whole. While protection 
may be afforded to the appropriation of a title as unfair competition,” 
an owner of a copyrighted song who sues in one claim for the full measure 
of recovery allowed by the copyright law, will not be allowed to recover 
in another claim for unauthorized use of the title. The reason was stated 
by the Court of Appeals for the Second Circuit: 


“There is no claim here that Krug or the appellees meant to, or 
that their labeling did in fact, mislead the public as to the musical 
content of the records. If the appellants’ titles were used, it was 
because their songs were used. Absent the Copyright Law, this would 
be proper, National Comics Publication v. Fawcett Publications, 2 Cir., 
191 F.2d 594, 90 USPQ 274. Titles are protected only to the extent 
necessary to prevent confusion on the part of the public as to the 
identity of the composition covered by the title. Warner Bros. Pic- 
tures, Inc. v. Majestic Pictures Corp., 2 Cir., 70 F.2d 310, 312, 21 
USPQ 405, 407 (24 TMR 263). Where, as here, there is no confusion 
and no deception, protection is denied.” '’ (Emphasis added.) 


12. 15 U.8.C.A., § 1125. 

13. Stauffer v. Exley, 9 Cir., 1950, 184 F.2d 962, 87 USPQ 40 (40 TMR 960); 
Chamberlain v. Columbia Pictures, 9 Cir., 1951, 186 F.2d 923, 89 USPQ 7; Pagliero v. 
Wallace China Co., 9 Cir., 198 F.2d 339, 95 USPQ 45 (42 TMR 839). 

14. See, Strauss: The Moral Right of the Author, 1955, 4 The American Journal 
of Comparative Law, 506, 521-529; Yankwich: Unfair Competition as an Aid to Equity 
in Patent, Copyright and Trademark Cases, 1957, 52 Notre Dame Lawyer, pp. 438, 
456, et seq. And see, Paramore v. Mack Sennett, Inc., 1925, D.C. Calif., 9 F.2d 66; 
Warner Bros. Pictures v. Majestic Pictures, 2 Cir. 1934, 70 F.2d 310, 21 USPQ 405 
(24 TMR 263); Paramount Pictures v. Leader Press, 10 Cir., 1939, 106 F.2d 229, 42 
USPQ 610 (29 TMR 576); Becker v. Loew’s Inc., 7 Cir., 1945, 133 F.2d 889, 56 
USPQ 455. 

15. Jackson v. Universal International Pictures, Inc., 1950, 36 Cal.2d 116, 87 
USPQ 131; Chamberlain v. Columbia Pictures, 9 Cir., 1951, 186 F.2d 923, 89 USPQ 7; 
Johnston v. Twentieth-Century Fox Film Corp., 1947, 82 Cal.App.2d 796, 810-818, 76 
USPQ 131, 138. 

16. Shapiro Bernstein Co. v. Goody, 2 Cir., 1957, 248 F.2d 260, 267-268, 115 USPQ 
36, 42. 

17. Shapiro Bernstein Co. v. Goody, supra, Note 16, p. 268, 115 USPQ at 42. 
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In the case before us, the use of the title was incidental to the use 
of the song. Granted that, at times, especially in cases involving trade- 
marks, the facts which prove infringement may also prove unfair competi- 
tion,’® in the realm of copyright, we cannot dissociate the title from the 
song, and claim that the title has been associated with the author and 
recover both from infringement of the copyright and unfair competition.’ 
The cause of action is one,—namely, violation of the copyright through 
unauthorized and unlicensed recording. It cannot be split into two causes 
of action with separate demands for relief under each. This the plaintiff 
has done. For, stripped of superfluous general verbiage, it is alleged, in 
substance, in the second cause of action, that, under licensing, the plaintiff 
would have control over the method and technique of recording. Depriva- 
tion of this right cannot be turned into a separate tort, if permission to 
record exists, or license fee is tendered.° 

In reality, the second cause of action segmentizes the sole cause of 
action for infringement which the plaintiff admittedly has, by seeking 
added relief, without additional facts.”' 





18. Looz, Inc. v. Ormont, D.C. Cal., 1953, 114 F.Supp. 211, 216, 99 USPQ 193, 
197; Silvers v. Russell, D.C. Cal., 1953, 113 F.Supp. 119, 125-126, 98 USPQ 376, 381; 
Mershon v. Pachmayer, 9 Cir., 1955, 220 F.2d 879, 883-884, 105 USPQ 4, 7-8. 

19. See, Chamberlain v. Columbia Pictures, 9 Cir., 1951, 186 F.2d 923, 925, 89 
USPQ 7, 9. 

20. Hurn v. Oursler, 1933, 289 U.S. 238, 246-247, 17 USPQ 195, 198 (44 TMR 
267); Warner Bros. v. Columbia Broadcasting Co., 1954, 9 Cir., 216 F.2d 945, 951-952, 
104 USPQ 103, 108. 

21. in the second cause of action, the plaintiff incorporates the first fifteen alle 
gations of the first cause of action relating to infringement, and then alleges, in 
amplified form, the same acts of unauthorized appropriation of copyrighted material 
as unfair competition, by elaborating the means whereby the claimed added injury is 
caused. However, in the last analysis, what they seek is full recovery from the defen- 
dants for copyright infringement by appropriating and recording and selling the song, 
and added relief for the same acts as a distinct tort. The gist of the added allegations 
is contained in Paragraph II of the second cause of action, which reads: 

“Prior to November 22, 1934, plaintiff acquired from Howard Dietz and Arthu: 
Schwartz, the co-authors of ‘You and the Night and the Music’ the exclusive right 
to use, and to license the use, of the title ‘You and the Night and the Music’ 
solely in connection with authorized uses of said co-authors musical composition. 
Said co-authors did further convey to plaintiff prior to November 22, 1934, the 
exclusive right to use, and to license the use, of their respective names, and the good 
will associated therewith in connection with authorized uses of their musical com 
position. Plaintiff has paid, and is now paying valuable consideration to said 
co-authors for the right to exclusively exploit the rights herein granted. 

“Howard Dietz and Arthur Schwartz are highly successful and respected song 
writers. They have created for themselves an enviable reputation. Both the buying 
public and the music industry recognize the commercial value of fine reputations 
in the exploitation of music—for such reputations help ‘sell music’; thus, a music 
publisher is more readily induced to publish a new composition by a writer of 
established reputation than he is to publish a new composition by an unestablished 
writer. So, too, a record buyer is more readily induced to purchase one newly 
recorded composition over another by reason of the fact that he, the customer, is 
aware of the fine reputation of the writer of one composition, but has never heard 
of the writer of the other. Howard Dietz and Arthur Schwartz have a valuable 
property right in the use of their respective names. Plaintiff has expended substan 
tial sums to acquire the exclusive right to use and exploit the names of said writer 
in connection with the authorized use of their musical composition ‘You and the 
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Reference has already been made to the instances in which courts will 
protect the integrity of a man’s intellectual work. 

To particularize: Courts will protect against (a) the omission of the 
author’s name unless, by contract, the right is given to the publisher to do 
so,” or (b) false attribution of authorship,”* (c) infringement of originality 
of arrangement or recording of a song,”* as well as for (d) distortion or 
truncation of work as to text or content.”° 

There is not in the second cause of action in the complaint before us 
any allegation that the defendants, in making the recording, have been 
guilty of any of these or similar acts. The mere allegation that the lack 
of control on the part of the plaintiff over the recording, by resulting in 
inferior recording, might injure the reputation of the author and the 
plaintiff, is insufficient to bring it within the purview of the rule of unfair 
competition declared in the cases. Absent allegations of misrepresentation 
or deception on the public, there can be no recovery for unfair competi- 
tion.2®° As stated in a well known ease: 


“The invocation of equity rests more vitally upon the unfairness. 
If B. represents that his goods are made by A., and if damage there- 
from to A., is to be seen, we are aware of no consideration which makes 
it controlling whether this damage to A. will come from market com- 
petition with some article which A. is then manufacturing or will come 
in some other way. The injury to A. is present, and the fraud upon 
the consumer is present; nothing else is needed.” ** 








Night and the Music’ and has expended substantial sums in using and exploiting 

said writers’ names. 

“By reason of the widespread and continued success of the musical composition 

‘You and the Night and the Music’ over a period in excess of two decades, the 

title of said musical composition has become associated in the public mind with a 

quality product and such title has thereby developed considerable commercial value. 

“Without license and authorization from plaintiff, defendant Tops, at the insti- 
gation of defendant Doshay, and under his direction and control and with his 
active participation, has used, and is now using plaintiff’s aforesaid copyrighted 
musical composition in phonograph records and has affixed, or caused to be affixed, 
to the labels of each of said phonograph records the title of said musical composi- 
tion, and the names of the writers thereof, and has distributed and sold many 
thousands of said phonograph records in intrastate commerce and in commerce regu 
lated by the Congress of the United States, and elsewhere, all for the purpose of 
turning to said defendants’ own account and profit the considerable commercial 
value of the title and of the names of the writers of said musical composition, and 
all without compensation to the plaintiff, and to its detriment. The aforesaid acts 
of said defendants and each of them, constitute unfair trade practices and unfair 
competition against plaintiff, and if permitted to continue, will cause plaintiff grave 
and irreparable injury and damage.” 

22. Clemens v. Press Publishing Co., 1910, 67 Misc. 183, 122 N.Y. Supp. 206; 
Clemens v. Belford, Clark & Co., C.C. Tll., 1883, 14 F. 728; and see, Vargas v. Esquire, 
Inc., 7 Cir. 1947, 164 F.2d 522, 75 USPQ 304 (38 TMR 52). 

23. Altomonte v. New York Herald Co., 1913, 208 N.Y. 596. 

24. R.C.A. Mfg. Co. v. Whiteman, 2 Cir., 1940, 114 F.2d 86, 90, 46 USPQ 324, 328. 

25. Drummond vy. Altemus, D.C. Pa., 1894, 60 F. 338, 339; DeBekker v. Stokes, 
1916, 168 App.Div. 452, 153 N.Y.S. 1066; Manners v. Famous Players-Lasky Corp., D.C. 
N.Y., 1919, 262 F. 811; Manners v. Morosco, 1920, 252 U.S. 317; Curwood v. Affiliated 
Distributors, D.C. N.Y., 1922, 282 F. 219; Granz v. Harris, 2 Cir., 1952, 198 F.2d 585. 

26. Prouty v. National Broadcasting Co., D.C. Mass., 1939, 26 F.Supp. 265, 266, 40 
USPQ 331, 332 (29 TMR 136). 

27. Vogue v. Thompson-Hudson Co., 6 Cir., 1924, 200 F. 509, 512 (15 TMR 1). 
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A more recent case decided by the Court of Appeals for the Second 
Circuit has a very important bearing upon the facts before us. That case*® 
involved the photographic reproduction, with interpolations and sale of an 
Italian Libretto based on Shakespeare’s “Falstaff,” and the vocal and piano 
score of Verdi’s music upon which the copyright had expired. Finding no 
simulation or imitation or any other element of deceptive representation, 
the Court sustained a lower court ruling which declined to grant relief on 
the ground of unfair competition, saying: 


“We do not mean that the defendant could under no circumstances 
be guilty of ‘unfair competition’ in his use of the ‘work’; but it would 
have to be by some conduct other than copying it. Since he confined 
himself to that and gave notice that it was his product, the Copyright 
Act protected him.” *° 


While the Court there was dealing with material on which the copyright 
had expired, the ruling applies with greater strength to copyrighted ma- 
terial, because in such case, there would be more cogent reason for denying 
relief merely upon facts involving copyright infringement. Otherwise, 


28. G. Ricordi & Co. v. Haendler, 2 Cir., 1952, 194 F.2d 914, 92 USPQ 340. 

29. G. Ricordi § Co. v. Haendler, supra, Note 28, p. 916, 92 USPQ at 341. In a 
recent New York case, Palmieri, District Judge, has summed up the principle, expressed 
in many New York State cases, that unfair competition must consist of more than 
appropriation of the copyrighted literary property of another: 

“In all of these cases the holding is partly based on the theory that one cannot 
appropriate the property of another. However, it is clear that unfair competition 
will not be found on merely this circumstance. The preceding cases contained 
features of deception—the appropriator seeking to capitalize as well on the repu- 
tation of the aggrieved original sponsor of the product or service. Moreover, the 
decisions also are based partly on interferences with contractual relations affecting 
exclusive rights to intangibles. Thus, in Metropolitan Opera Assn., Inc. v. Wagner- 
Nichols Recorder Corp. (40 TMR 1072), one who recorded and sold the radio 
broadcasts of ‘live’ Metropolitan opera performances was enjoined from continuing 
this activity. The court based its conclusion on appropriation of another’s effort, 
on the public being deceived as to the quality of the recorded performances, and 
on the resulting interference with the Metropolitan Opera Association’s contracts 
with radio broadcasting and recording companies. The same elements were present 
in Dior vy. Milton (47 TMR 35). When only appropriation of another’s efforts is 
involved, and the other elements are not present, the New York courts refuse to 
find unfair competition.” (Continental Casualty Company v. Beardsley, D.C. N.Y., 
1957, 151 F.Supp. 28, 44, 113 USPQ 181, 193, 47 TMR 511.) (Emphasis added.) 

This statement is very revealing, because New York courts, as appears from the pre 
ceding discussion have been very liberal in protecting literary rights under the concept 
of unfair competition, practically creating an “action on the case” to reach individual 
wrongs done to authors. Added illustrations of protection against improper attribution, 
distortion or truncation of literary work are found in Estes v. Williams, D.C. N.Y., 
1884, 2 F. 189; Fisher v. Star Co., 1921, 231 N.Y. 414 (11 TMR 333); Packard v. 
Fox Film Corp., 1923, 207 App.Div. 311, 202 N.Y.S. 164; Ben-Oliel v. Press Publishing 
Co., 1929, 251 N.Y. 250, 167 N.E. 432, 434; Avon Periodicals, Inc. v. Ziff-Davis Pub- 
lishing Co., 1953, 282 App.Div. 200, 122 N.Y.S.2d 92, 98 USPQ 38 (43 TMR 1157). 

The controlling question in the determination of these cases is “whether the acts 
complained of are fair or unfair’. (Fisher v. Star Co., supra) Cases decided under 
California law are in accord with this principle. See, Chaplin v. Amador, 1928, 39 Cal. 
App. 358 (18 TMR 540); Jones v. Republic Productions, 9 Cir., 1940, 112 F.2d 672, 
46 USPQ 175 (30 TMR 535). An element of deception or unfairness must be present. 
It is not present if there is only appropriation, which can be protected under copyright 
law. See, McCord v. Plotnick, 1951, 108 Cal.App.2d 392, 92 USPQ 151; Neterville, 
California Law of Unfair Competition, 1955, 28 So. Cal. Law Rev., pp. 240, 259-268. 
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we would allow a person, upon the basis of facts which constitute no more 
than copyright infringement, a double recovery. So it follows that, whether 
the Lanham Trademark Act*® does or does not establish a federal action 
for unfair competition,’ and if it does, whether it applies to copyrighted 
materials, the fact is that the second cause of action alleges no facts which 
constitute the type of distortion, simulation or attack upon the integrity of 
a work in the realm of literary property for which the courts have granted 
relief, either under State** or federal law.** 

So the conclusion is inescapable that the second cause of action, in its 
present form, cannot stand. 


II. ADMISSION oF LIABILITY 


The ruling on the motions to dismiss may call for an amended com- 
plaint which may require the filing of new responsive pleadings by the 
defendants. However, because what is done in this case will be the pattern 
to follow in the other pending cases, it is imperative to rule on the two 
motions of the plaintiff for partial judgment, as to the first cause of action 
under Rule 54(b), Federal Rules of Civil Procedure, and for summary 
judgment under Rule 56(a) and (c), Federal Rules of Civil Procedure. 
The defendants, in their moving papers on the motions to dismiss and in 
affidavits and documents attached to the motions and to their opposition 
to the motions for summary judgment, admit that they have recorded this 
song without specific authorization and claim that by reason of the plain- 
tiff’s dealings with them they have acquired the status of compulsory 
licensee, or licensee by estoppel. After the institution of this action the 
defendants proffered $30,000.00 in royalties, which was not accepted. These 
admissions and other undisputed facts which appear in the plaintiff’s affi- 
davits show the publication without authorization which establishes lia- 
bility under the Copyright Act.** The (a) claimed filing by the defendants 
of a notice to use, ineffective though it may be, because not directed to the 
plaintiff,*° and (b) the proffering of payments, establish (1) the title of 
the plaintiff to the song, (2) liability for prior unauthorized use, and 
(3) indebtedness for license fee, at least to the amount proffered. 


30. 15 U.S8.C.A., §§ 1051-1127. 

31. Stauffer v. Exley, 9 Cir., 1950, 184 F.2d 962, 87 USPQ 40 (40 TMR 960) ; 
Chamberlain v. Columbia Pictures Corp., 1951, 9 Cir., 186 F.2d 923, 89 USPQ 7; Steele 
v. Bulova Watch Co., 1952, 344 U.S. 280, 282-284, 95 USPQ 391, 392-393 (43 TMR 57) ; 
Federal Trade Commission v. Motion Picture Advertising Co., 1953, 344 U.S. 392, 394- 
395; Ross-Whitney Corp. v. Smith Kline §& French Laboratories, 9 Cir., 1953, 207 F.2d 
190, 99 USPQ 1 (44 TMR 274) ; L’Aiglon Apparel v. Lobell, 1954, 3 Cir., 214 F.2d 649, 
102 USPQ 94. 

32. California Civil Code, § 3369(3); California Business and Professions Code, 
§§ 14400-14403; see, Neterville, California Law of Unfair Competition, 1955, 28 So. 
Cal. Law Rev., pp. 240, 259-268. 

33. Lanham Trademark Act, §§1, 2, 44(h) and (i); 15 U.S.C.A., §§ 1051, 1052, 
1126(h) and (i); 28 U.S.C.A., § 1338(b). 

34. 17 U.S.C.A., §101(e); G. Ricordi g Co. vy. Columbia Graphophone Co., 2 Cir., 
1920, 263 F. 354. 

35. 17 U.S.C.A., § 101(e). 





Vol. 49 T. M.R. HARMS, INC. v. TOPS MUSIC ENTERPRISES, INC. 765 


This being the situation, the question of liability stands admitted and 
the plaintiff is entitled to a partial summary judgment on that question, 
leaving for determination at the trial only the scope of the relief to be 
granted against the defendants for the admitted unauthorized use, record- 
ing and sale of the copyrighted song. 

Although reaching this conclusion we cannot grant, at the same time, 
the partial final judgment which the plaintiff seeks under Rule 54(b), 
Federal Rules of Civil Procedure, which provides for a judgment upon 
one of several multiple claims and the means of finalizing it so as to make 
it appealable without waiting for the determination of the other claims. 
The Section was intended to enable the Court, after trial of a case involving 
multiple claims and determining one which is independent of the others,— 
to enter a final appealable judgment. In this manner, persons affected 
by the particular claim need not wait until the final judgment on the other 
claims before questioning the correctness of the adjudication of the partial 
claim. It was not the object of this section to depart from the funda- 
mental principle obtaining in federal procedure against splitting a claim, 
and determining it piecemeal. The Advisory Committee in its Notes so 
stated : 


“The historic rule in the federal courts has always prohibited 
piecemeal disposal of litigation and permitted appeals only from 
final judgments except in those special instances covered by statute. 
* * * Rule 54(b) was originally adopted in view of the wide scope 
and possible content of the newly created ‘civil action’ in order to 
avoid the possible injustice of a delay on judgment of a distinctly 
separate claim to await adjudication of the entire case. It was not 
designed to overturn the settled federal rule stated above, which, 
indeed, has more recently been reiterated in Catlin v. United States, 
1945, 65 S.Ct. 631, 324 U.S. 229, 89 L.Ed. 911.” *° 


The Courts which have had occasion to interpret the section have 
construed it in this manner. Thus in a case in the Seventh Circuit*’ the 
Complaint recited certain items including some checks of the defendant 
as elements of the claim to be recovered. The Court granted a partial 
judgment as to the admitted claim. Reversing the lower court, which 
had so held, the Court said: 


“Rule 54(b) provides for a final judgment upon one claim in a 
suit which is predicated upon more than one claim. The holding in the 
Reeves case that the judgment entered upon one of the claims in suit 
was final and appealable is plainly based upon the premise that such 
claim was ‘entirely distinct’ from other claims sued upon. Defendant, 
recognizing the rationale of this decision, seeks its application here 


36. 28 U.S.C.A., Rule 54, p. 118. The Court of Appeals for the Ninth Circuit has 
adopted the view expressed by the Advisory Committee as to the meaning of this pro- 
vision. See, Wynn v. Reconstruction Finance Corporation, 9 Cir., 1954, 212 F.2d 953, 
955-956; Walter W. Johnson Co. v. Reconstruction Finance Corp., 9 Cir., 1955, 223 
F.2d 101, 102. 

37. Biggins v. Oltmer Iron Works, 1946, 154 F.2d 214, 
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by arguing that plaintiff’s cause of action is predicated upon separate 
and distinct claims. Specifically, it argues that the checks referred to 
in plaintiff’s complaint, upon which the judgment in question rests, 
constitute separate and distinct claims. This contention in our view 
is clearly erroneous. The claim sought to be enforced is for services 
rendered by plaintiff to the defendant during a stated period of time. 
The cause of action is based upon a single claim. The fact that the 
complaint designated certain items, including the checks, as elements 
of the claim sought to be recovered is not inconsistent with this conclu- 
sion. Whether proper pleading required their designation is now 
immaterial. In any event, such items were of an evidentiary nature 
and in fact and reality were mere elements upon which the single 
claim was predicated. 

“Such being the situation, defendant’s contention that Rule 54(b) 
is applicable must be rejected. Plaintiff’s contention that the judg- 
ment is not final because entered under Rule 56 requires not only an 
interpretation of such rule but an ascertainment as to whether the 
judgment was entered in conformity with the rule or in derrogation 
thereof. We observe in the beginning and will attempt to show that 
this rule, in our opinion, does not contemplate a summary judgment 
for a portion of a single claim in suit. Neither does any other rule 
of the Rules of Civil Procedure so contemplate, as far as we are aware. 
A partial summary judgment, as the instant one is termed, under the 
circumstances before us is a misnomer.” ** 


In another case,*® which was an action for royalties due under a license 
agreement, the trial court entered a judgment for the defendant. On 
appeal, the Court of Appeals held that by reason of the Royalty Adjust- 
ment Act of 1942,*° the Court of Claims had exclusive jurisdiction. To 
the argument that the plaintiff was entitled to a partial judgment for the 
royalties admitted by the Answer to be due, the Court’s answer was: 


“Rule 54(b) provides for a final judgment upon one claim in a 
suit predicated upon two or more claims. It is clear, however, that 
there must be differing occurrences or transactions which form the 
bases of separate units of judicial action before such a judgment can 
be entered under that Rule. They are not found here. The plaintiff’s 
claim is for royalties alleged to be due him up to the dates set forth 
in his bill of complaint. The fact that this claim was divided into 
several parts in the findings of fact, to determine the impact of the 
Act and orders thereunder no various segments of it, does not make 
what is essentially a single claim into several claims arising out of 
wholly separate and distinct transactions or engagements. The claim, 
moreover, of which enforcement was being sought, was one for 6% 
royalties on a particular contract and at most only half of that amount 
was undisputed. Since the part does not become a separate cause of 
action, a judgment could not be entered under Rule 54(b).” * 








38. Biggins v. Oltmer Iron Works, supra, Note 37, p. 216. 

39. Coffman v. Federal Laboratories, D.C. Pa., 1947, 73 F.Supp. 409, 75 USPQ 175. 

40. Section 1 et seq.; 35 U.S.C.A., § 89 et seq. 

41. Coffman v. Federal Laboratories, 3 Cir., 1948, 171 F.2d 94, 96-97, 79 USPQ 
276, 278-279. 
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In the case before us, the partial judgment under Rule 54(b) deter- 
mining liability would establish nothing with finality. For infringement 
cannot be dissociated from the relief by way of injunction or damages 
provided by the Copyright Law. To establish liability under Rule 54(b) 
would result in a judgment from which an appeal would have to be taken 
to protect the defendants’ rights. This would force the defendant to liti- 
gate piecemeal the merits of this case.** 

By granting summary judgment declaring that liability has been 
admitted and leaving the remedies by way of injunction, accounting and 
the like to be determined later, we merely crystalize and reduce the issues. 
The finding of liability will abide the final determination of the relief to 
be granted after full trial, when the matters decided will be merged in one 
final judgment from which an appeal will lie.** 

For the reasons just stated the Court enters the following orders on 
the motions heretofore heard and submitted: 


1. (a) The defendants’ motion to dismiss is denied as to the first 
cause of action of the plaintiff’s complaint, but is granted as to the second 
cause of action, with leave for the plaintiff to amend, if so advised, within 
20 days after receipt of the Clerk’s notice of this decision; (b) the alterna- 
tive motions of the defendant to strike portions of the first and second 
causes of action are denied. 


2. Plaintiff’s motion for partial final judgment under Rule 54(b), 
Federal Rules of Civil Procedure is denied. 


3. Plaintiff’s motion for partial summary judgment on the question 
of liability under Rule 56(a) and (c), Federal Rules of Civil Procedure, 
is granted. Formal findings granting such partial summary judgment 
and judgment to be prepared by counsel for the plaintiff under local Rule 


3(d) (2). 


42. Catlin v. United States, 1945, 324 U.S. 229; Baltimore Contractors v. Godinger, 
1955, 348 U.S. 176; Wynn v. Reconstruction Finance Co., 9 Cir., 1954, 212 F.2d 953, 955. 
43. Rule 54(a) ; 28 U.S.C.A., § 1291. 
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IN RE C. B. DONALD COMPANY 


Trademark Trial and Appeal Board — July 31, 1959 


1.15—TRADEMARK ACT OF 1946—CONSTRUCTION—SECTION 5 
The related company section of the Lanham Act provides for registration in 
recognition of an existing fact and does not create new rights. 
2.18—REGISTRABILITY—LICENSES 
An applicant who does not use the mark and is not engaged in trade or in 
developing or promoting trade is not entitled to register that mark. 
2.24—REGISTRABILITY—RELATED COMPANY USE 
Merely licensing a trademark does not create a related company situation and 
in the absence of some right in the mark the licensor is not entitled to a registra- 
tion of that mark. 
18.—LICENSES 
A person having no right to a mark cannot license that mark. 


Application for trademark registration by C. B. Donald Company, 
Serial No. 34,929, filed August 5, 1957. Affirmed: 
See 48 TMR 1028. 


Mark W. Gehan for applicant. 
Before LEEDS, WALDSTREICHER and LEFKOWITZ, Members. 


LEEDS, Member: 
An application has been filed to register SHISH-KA-BOB for “a parlor 


game employing a spindle over which playing pieces are slipped.” 

Registration has been refused on the ground that the record fails 
to show that applicant owns registrable rights in the term presented for 
registration. 

Applicant has appealed. 

In the application, applicant stated: “The first usage of the trademark 
was by Happy Hour Inc., a corporation existing under the laws of the 
State of Minnesota, and doing business at 240 East Ninth Street, Saint 
Paul, Minnesota. Happy Hour Ine. is a company ‘related’ to applicant 
herein, within the meaning of Section 5 of the Trademark Act of 1946, 
and Trademark Rule 2.38, and use of the trademark by Happy Hour Inc. 
is under the control of the applicant as to the quality and nature of the 
goods with which the mark is used, and the usage of the trademark by 
Happy Hour Ince. inures to the benefit of applicant.” 

The verification of the application recites that “The undersigned, by 
contracts made as of January 1, 1956 and January 1, 1957, have given 
permission to Happy Hour Ine., a corporation existing under the laws 
of the State of Minnesota, and having its principal place of business 
located at 240 East Ninth Street, Saint Paul, Minnesota, to use the trade- 
mark on games corresponding to the description of goods in this application. 
Said contracts give applicant control over the nature and quality of said 
games upon which Happy Hour Ine. is authorized to use such trademark, 
and provide that such usage by Happy Hour Ine. shall inure to the benefit 
of applicant.” 
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The specimens submitted with the application, and the only exhibits 
which show use of the term SHISH-KA-BOB, show its use by Happy Hour Inc. 

The record contains copies of agreements under the terms of which 
applicant granted to Happy Hour Ine. “the sole and exclusive right and 
license to develop, manufacture, promote, sell and market, subject to the 
conditions hereinafter set forth, products arising out of and from all ideas, 
designs and products which Licensor [applicant] hereafter develops in the 
game field.” 

The agreements further provide that licensor [applicant] agrees that 
“it will, at reasonable intervals, but during normal working hours, at the 
request of Licensee, render advisory and supervisory assistance in the 
development, manufacturing and sale of games licensed hereunder.” 

Further, the agreements provide that “Licensee agrees that its use of 
the terms HUNCH, BILLIONAIRE, TICKY THE CLOWN CLOCK and 9-ALL [PSYCHO- 
BOARD, CLOWN BALL and SHISH-KA-BOB were added by the 1957 agreement], 
or any of them, or any other trademarks which may be used by Licensee 
on games manufactured under this agreement, shall inure to the benefit 
of Licensor pursuant to the terms of this agreement; that games licensed 
hereunder shall conform to first class standards of manufacture and that 
Licensor shall be entitled upon request to examine during business hours 
the current stock of licensed games in the possession of Licensee to deter- 
mine if said games meet said standards of manufacture.” 

There is a covenant in the agreement that upon termination (Novem- 
ber 30, 1975), licensee will cease and desist “in the use of any trademarks 
under which licensed games have at any time been sold, and also that 
it will not commence the use of any trademark confusingly similar to 
any trademark theretofore used by Licensee.” 

The agreements provide that licensee will promote the sale of the 
games, and a per game royalty on all games sold will be paid by licensee 
to applicant. 

The balance of the terms of the agreement are of no moment here. 

The agreement, so far as SHISH-KA-BOB is concerned, was executed on 
January 1, 1957, and the application recites first use of the mark by Happy 
Hour Ine. on March 2, 1957. 

It appears that the members of the firm constituting applicant are 
“idea men.” ! Sometime prior to January 1, 1957, they had an idea for 
a game and the necessary accessories for playing it, and they named the 
idea SHISH-KA-BOB. They then entered into the agreement above mentioned. 
Obviously, applicant owned no rights in the term SHISH-KA-BoB at the time 
it entered into the contract, and equally obviously, applicant could not 
grant to Happy Hour Ince. rights greater than it possessed. 

As was said when this application was before the Assistant Commis- 
sioner on a petition (117 USPQ 485, 48 TMR 1028) : 


1. It is too well established to require citation of authority that there are no 
property rights in ideas. 
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“A trademark is a mark adopted and used in trade by a manufac- 
turer or merchant to identify his goods and distinguish them from 
those of others. Rights in trademarks grow out of their use. The user 
of a trademark acquires the rights in it; and the user is the person 
whose goods the trademark identifies in the marketplace. 

Section 5 of the statute did not, and was not intended to, change 
the decisional law concerning use as established in such cases as 
B. B. & R. Knight, Inc. v. W. L. Milner Co., 283 F. 816 (13 TMR 8) 
N.D. Ohio, 1922) ; Coca-Cola Co. v. Bennett, 238 F. 513 (7 TMR 159) 
(C.A. 8, 1916) ; and Keebler Weyl Baking Co. v. J. 8. Ivins’ Sons, Inc., 
23 USPQ 21 (24 TMR 161) (E.D. Pa., 1934). It did, and was intended 
to, change the decisional law as established in Ex parte United States 
Steel Corporation, 23 USPQ 145 (24 TMR 598) (Com’r., 1934). It 
did not, and was not intended to, change the concept of trademarks, 
nor was it intended to establish a system of unlimited ‘licensing’ or 
‘franchising’ of trademarks comparable to patents.” 


Moreover, it did not, and was not intended to, permit the licensing of 
nonexistent rights. 
The language in Ex parte Alexander, 114 USPQ 547 (48 TMR 113) 
(Com’r., 1957), is appropriate here: 
“Tt appears that this applicant is also of the opinion that Section 


5 of the statute creates some right of ownership for purposes of regis- 
tration, whereas the fact is that Section 5 merely provides that when 


the owner controls the nature and quality of goods sold under his 
mark, i.e., has the goods made for him and is responsible, legally and 
otherwise, for the nature and quality of such goods, the use of the 
mark shall inure to his benefit and shall not affect the validity of the 
mark. Section 5 merely recognizes the rights of the owner of a mark 
under such circumstances, but it does not, and was not intended to, 
create any right of ownership which did not theretofore exist.” 


The situation here is not comparable to those cases involving the 
COCA-COLA trademark? where bottlers who sell the product of The Coca-Cola 
Company after preparing it for consumption are permitted to use the 
COCA-COLA mark; or the cases involving fabric marks where manufacturers 
who make garments from such fabrics are permitted to use the fabric 
marks thereon ;* or where a parent company acquires rights of ownership 
in marks used by its wholly owned operating subsidiaries; or where one 
subsidiary permits another subsidiary of a common parent to use its 
trademark ;* or the other situations where the Courts have approved per- 
mitted use of marks by others than the owner under proper conditions and 
circumstances of product control. 





2. The Coca-Cola Bottling Co. vy. The Coca-Cola Co., 269 F. 796 (11 TMR 134) 
(D. Del., 1920) ; The Coca-Cola Co. v. Bennett, 238 F. 513 (7 TMR 159) (C.A. 8, 1916) ; 
The Coca-Cola Co. v. J. G. Butler & Sons, 229 F. 224 (6 TMR 206) (E.D. Ark., 1916). 

3. B. B. & R. Knight, Inc. v. W. L. Milner & Co., 283 F. 816 (13 TMR 8) (N.D. 
Ohio, 1922); Forstmann Woolen Co. v. Mays, 71 FS 459 (E.D. N.Y., 1922). 

4. Keebler Weyl Baking Co. v. J. 8S. ivins’ Sons, Inc., 7 F.Supp. 211 (24 TMR 
161) (E.D. Pa., 1934). 
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The situation here is not the same as those in which a trademark 
owner who produces goods under a secret formula permits others to produce 
voods under the secret formula and identify them by his trademark.° 

The situation here is unlike those in which the owner of a service mark 
for a radio or television program permits others to use the service mark 
on products which the public might normally associate with the program 
and its producers and assume the existence of a trade connection between 
the producer of the program and the producer of the goods because in 
those cases the licensor has some rights in the mark. It also is unlike those 
situations where the creators of literary, radio or television characters, who 
enjoy rights related to copyrights in the names and pictures of such 
characters, permit others to use such names or pictures as trademarks. It 
may well be that in these cases the registrant of the service mark and the 
creators of the literary and other characters do not acquire trademark 
rights from their permitted uses, but there are nevertheless existing rights 
in the registrant and creators which may be the subject of revocable licenses. 

In the present case, the applicant had “an idea with a name.” Appli- 
eant is not engaged in trade, or in developing a trade, or even in the 
promotion of trade for another. What, then, could applicant license, and 
under what authority did applicant presume to “permit” Happy Hour 
Ine. to use as a trademark a word in which applicant had no rights? 

There is nothing in the statute, or in the legislative history leading up 
to the statute® which suggests that the sections dealing with related com- 
panies was intended to authorize the licensing of non-existent rights, or 
to recognize the acquisition of rights of ownership in a mark under the 
circumstances present here. Indeed, the tenor of the history is to the 
contrary. The related company provisions of the statute merely provide 
for the recognition of a fact. They do not create a right. 

The record here shows that the term SHISH-KA-BOB has been used only 
by Happy Hour Inc., and it leads to the inescapable conclusion that 
applicant does not own registrable rights in the term.’ 


DECISION : 


The refusal of registration by the Examiner of Trademarks is affirmed. 


5. The Parkway Baking Company, Inc., et al. v. Freihofer Baking Company, et 
al., 255 F.2d 641, 117 USPQ 426 (48 TMR 1232) (C.A. 3, 1958). 

6. H.R. 9041, 75th Cong., 3d Sess., Sec. 6; House Hearings, pp. 65, 67, 134-137. 
H.R, 4744, 76th Cong., Ist Sess., Secs. 5 and 46; House Hearings, pp. 45, 57-60, 186, 
211. H.R. 102, H.R. 5461, S. 895 and a Committee Print, 77th Cong., 1st Sess., Secs. 
5 and 45; House Hearings, pp. 98, 217-218, 240. H.R. 82, 78th Cong., lst Sess., Secs. 5 
and 45; Senate Hearings, pp. 27, 58, 63-64, 92-99, 147-151. Trademark Act of 1946, 
Sees. 5 and 45. 

7. See in this connection Glover v. Yett, 120 USPQ 410 (Com’r, 1959); Brousseau 
v. M. R. McClelland Sons, Inc., 118 USPQ 107 (48 TMR 1413) (Com’r, 1958); and 
A. E. Staley Manufacturing Company v. Scott (Texize Chemicals, Inc., assignee, sub- 
stituted), 118 USPQ 312 (48 TMR 1516) (Com’r, 1958). 
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STERLING DRUG INC. v. THE MERRITT CORP. 


No. 37,519 — Commissioner of Patents —Jan. 5, 1959-—121 USPQ 94 


3.72—REGISTRATION PROCEDURE—OPPOSITION—PLEADING AND PRACTICE 
Commissioner is without jurisdiction to entertain purported appeal from Trade- 
mark Trial and Appeal Board. 


Opposition proceeding by Sterling Drug Inc. v. The Merritt Corp., 
application Serial No. 26,003, filed March 12, 1957. Applicant appeals from 
decision of Trademark Trial and Appeal Board (49 TMR 659) sustaining 
opposition. Commissioner held without jurisdiction to entertain appeal. 


James F. Hoge, Lenore B. Stoughton, and Mercer L. Stockell, of New York, 
N. Y., and E. F. Wenderoth, of Washington, D. C., for Sterling Drug 
Ine. 

Milton A. Bass and Bass & Friend, of New York, N. Y., for The Merritt 
Corp. 


LEEDS, Assistant Commissioner. 

On November 28, 1958, the Trademark Trial and Appeal Board sus- 
tained the opposition and refused registration to the applicant herein. 
Applicant, on December 22, 1958, filed a paper reading as follows: 


“The Merritt Corporation hereby appeals to the Commissioner 
from the decision of the Trademark Trial and Appeal Board dated 
November 28, 1958 refusing appellant’s registration and sustaining 
appellee’s opposition.” 


By enactment of Public Law 85-609 on August 8, 1958, the Trademark 
Trial and Appeal Board was created, and its decisions are appealable only 
to the Court of Customs and Patent Appeals or they may be reviewed by 
the appropriate District Court in accordance with the provisions of 35 
U.S.C. 146. Such appeal or civil action seeking review must be filed within 
sixty days from the date of the final decision of the Trademark Trial and 
Appeal Board. 

The Commissioner is without jurisdiction to entertain the purported 
appeal filed by applicant, and the appeal fee will be refunded in due course. 





Part ill 


SUNBEAM CORPORATION v. SUNBEAM LIGHTING COMPANY 
(Com'r 1/12/59) 120 USPQ 112 


2.91—REGISTRABILITY—CONFUSING SIMILARITY—CLASS OF GOODS 
2.10—REGISTRABILITY—CORPORATE AND TRADE NAMES 


Marks Products 


SUNBEAM LIGHTING (Applicant ) Nonportable fluorescent lighting 
COMPANY shading and reflecting fixtures 


SUNBEAM (Opposer ) Electrical appliances 


Opposition sustained. It is common knowledge that manufacturers of 
electrical appliances also make lighting fixtures. 


PLANTABBS CORPORATION v. FORWARD HOUSE, INC. 
(Com'r 1/15/59) 120 USPQ 118 


2.91—REGISTRABILITY—CONFUSING SIMILARITY—CLASS OF GOODS 
Marks Products 
PLANTRONS (Applicant ) Fertilizer 


PLANTABBS (Opposer ) Fertilizer 


Opposition dismissed. In view of but one of products resemblance of 
marks in their use of the prefix PLANT is not such as to be likely to cause 


purchasers’ confusion. 


CARLISLE SHOE COMPANY v. SOCIETE ANONYME: ROGER FARE & CIE 
(Com'r 1/16/59) 120 USPQ 118 (Case 2) 


2.91—REGISTRABILITY—CONFUSING SIMILARITY—CLASS OF GOODS 
2.92—REGISTRABILIT Y—CONFUSING SIMILARITY—DOMINANT FEATURES 


Marks Products 


LE GANT MADEMOISELLE (Applicant) Gloves 
with dominant plume 
and thistle design 


MADEMOISELLE (Opposer ) Shoes 


Opposition dismissed. Composite mark for gloves is not likely to be 
confused with opposer’s mark for shoes, in view of differences in marks 
and goods and significance of MADEMOISELLE 0n women’s apparel. 


773 
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VIOLA, doing business as RAPID ELECTRIC CO. v. SIEMENS- 
SCHUCKERTWERKE AKTIENGESELLSCHAFT 


(Com'r 1/16/59) 120 USPQ 119 


2.91—REGISTRABILITY—CONFUSING SIMILARITY—CLASS OF GOODS 


Marks Products 


RAPIDYNE (Applicant ) Dynamoelectric generators, ex- 
citer machines and electric 


motors 


(Opposer ) Selenium rectifier power sup- 


RAPID 
plies, controls and regulators 


RAPID ELECTRIC CO. 
and design 


Opposition dismissed. There is no likelihood of confusion in view of 


the differences in the goods and the marks. 


THE HEWITT SOAP COMPANY, INC. v. MARLYN CHEMICAL 
COMPANY, INCORPORATED 


(Com'r 1/16/59) 120 USPQ 120 


2.91—REGISTRABILITY—CONFUSING SIMILARITY—CLASS OF GOODS 
2.11I—REGISTRABILITY—DESCRIPTIVE TERMS 

Marks Products 
(Applicant } Liquid water sterilizer and sof- 


DOWNY DIPE 
tener 


DOWNY (Opposer ) Soap flakes 


Opposition sustained. DOWNY is a suggestive mark for laundry prod- 
ucts, not a descriptive mark. Purchasers would likely assume that products 


emanate from a common source. 


MOORE & CO. SOUPS, INC. v. BERGER AND RACHELSON, INC. 
(Tm. Bd. 1/14/59) 120 USPQ 122 


2.91—REGISTRABILITY—CONFUSING SIMILARITY—CLASS OF GOODS 


Products 
(Applicant ) Canned fish, lobster, shad roe 
and clam chowder 


(Opposer ) Canned turtle soup and canned 
turtle meat 


Marks 
ANDORA 


ANCORA 


The products of the parties are likely to origi- 


Opposition sustained. 
The marks of the parties are so nearly alike in 


nate with a single source. 
appearance and sound as to cause confusion of purchasers. 
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C. A. WOOLSEY PAINT & COLOR CO. INC. v. DURON PAINT 
MANUFACTURING COMPANY 
(Tm. Bd. 1/14/59) 120 USPQ 124 
2.91—REGISTRABILITY—CONFUSING SIMILARITY—CLASS OF GOODS 


Marks Products 


DURON VINYLASTIC (Applicant ) Interior ready-mixed vinyl base 
paints 


VINELAST (Opposer ) Ready-mixed paints and paint 
thinners for painting boats 


Opposition sustained. Products may be supposed to have originated 
from a single source and the marks are reasonably likely to cause confusion 
to purchasers. 


PHOENIX HOSIERY COMPANY v. NOE EQUL HOSIERY CORPORATION 
(Tm. Bd. 1/14/59) 120 USPQ 125 


2.9—REGISTRABILITY—CONFUSING SIMILARITY 


Marks Products 
FASCINATION (Applicant ) Hosiery 


FASCINATION (Opposer ) Hosiery 


Opposition sustained. As applicant took no testimony and offered no 
evidence, its earliest use must be calculated from its filing date. Opposer 
had long prior use of the same mark for the same goods. 


SLENDERELLA SYSTEMS, INC. v. SLENDORA CANDY COMPANY 


(Tm. Bd. 1/15/59) 120 USPQ 125 (Case 2) 


2.9—REGISTRABILITY—CONFUSING SIMILARITY 
Marks Products 
SLENDORA and design (Applicant ) Candy 


SLENDERELLA (Opposer ) Health foods, specifically can- 
dies 


Opposition dismissed. The marks differ substantially in sound and 
appearance. It is not reasonably likely that the purchasing public would 
believe the goods of the parties emanate from the same source in view of 
the differences between the marks. 
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IN RE THE CELOTEX CORPORATION 
(Com'r 3/25/59) 121 USPQ 44 
3.830—REGISTRATION PROCEDURE—APPEALS—TO COMMISSIONER 
Petition to Commissioner denied on basis that Trademark Board re- 


fused registration on ground not set forth by examiner. Decision was merit 
question and appeal to CCPA or under 35 U.S.C. 145 is proper. 





BIOTHERM, INC. v. SOCIETE FRANCAISE DES COSMETIQUES BIOLOGIQUES 
(Tm. Bd. 3/23/59) 121 USPQ 44 (Case 2) 


3.72—REGISTRATION PROCEDURE—OPPOSITION—PLEADING AND PRACTICE 


Opposer, exclusive distributor for applicant, did not question appli- 
cant’s ownership of mark (BIOTHERM for soaps) but alleged advertising 
expenditures by it to build secondary meaning for mark and failure of 
applicant to supply goods. Motion to dismiss granted for failure to set 
forth claim on which relief could be granted. Opposer’s position under 
distributor contract will not be worsened by issuance of registration. 





H. P. HOOD & SONS, INC. v. UNITED BISCUIT COMPANY OF AMERICA 
(Tm. Bd. 3/23/59) 121 USPQ 45 


2.91—REGISTRABILITY—CONFUSING SIMILARITY—CLASS OF GOODS 


Marks Products 
PENGUIN (Applicant ) Cookies 
GIANT PENGUIN (Opposer ) Ice cream sandwiches 


and picture 


Opposition dismissed. Opposer had earlier use and extensive advertis- 
ing. Goods are in unrelated fields of production and are differently 
marketed. 
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CARMO SHOE MANUFACTURING COMPANY v. MARKOULIS 
(Tm. Bd. 3/23/59) 121 USPQ 46 


3.72—REGISTRATION PROCEDURE—OPPOSITION—PLEADING AND PRACTICE 
Marks Products 
MARK ANGELO (Applicant ) Women’s shoes 


DE ANGELO (Opposer ) Women’s shoes 


Opposition sustained and opposer’s motion for summary judgment 
granted. Applicant is estopped by agreement settling previous litigation 
binding him to use MARK ANGELO OF SAN FRANCISCO and no other name or 
term incorporating ANGELO. 


AMERICAN CAN COMPANY v. CAMCO (MACHINERY) LIMITED 
(Tm. Bd. 3/23/59) 121 USPQ 47 
2.91—REGISTRABILITY—CONFUSING SIMILARITY—CLASS OF GOODS 


Marks Products 


CAMCO (Applicant ) Printing and paper cutting 
machinery, ete. 


CANCO (Opposer ) Cans, fiber containers, machines 


Opposition dismissed. Goods are in different fields of use (food v. 
printing) and used for different purposes. 


ROTARY INTERNATIONAL v. ROTARY ENGINEERING COMPANY 
(Tm. Bd. 4/16/59) 121 USPQ 226 
2.27—-REGISTRABILITY—SERVICE MARKS 
Marks Services 


ROTARY (Applicant ) Oil well logging 
ROTARY (Opposer ) Fraternal organization 


Opposition dismissed. Mark is a commonplace word with many mean- 
ings and suggestive in applicant’s field, because one type of well is drilled 
by rotary rig. There is no suggestion of connection with opposer. 
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MASCOT TOY COMPANY INCORPORATED v. NOLAN 
(Tm. Bd. 4/16/59) 121 USPQ 227 
2.9—REGISTRABILITY—CONFUSING SIMILARITY 


Marks Products 
MASCOT (Applicant ) Dolls, toy animals, etc. 
SINA MASCOT (Applicant ) Dolls, toy animals, ete. 
MASCOT TOY COMPANY (Opposer ) Toys (wholesale distribution) 


Opposition sustained. The marks are confusingly similar. 





GENERAL RADIO COMPANY v. VARI-PAC CORP. 
(Tm. Bd. 4/16/59) 121 USPQ 228 
2.9—REGISTRABILITY—CONFUSING SIMILARITY 


Marks Products 
VARI-PAC (Applicant ) Electric, fluorescent and other 
lamps, ete. 
VARIAC (Opposer ) Transformers 


Opposition previously sustained (120 USPQ 326). Petition for re- 
consideration is denied. 





ENDO LABORATORIES, INC. v. AMERICAN CYANAMID COMPANY 





(Tm. Bd. 4/16/59) 121 USPQ 228 (Case 2) 
2.9—REGISTRABILITY—CONFUSING SIMILARITY 





Marks Products 
TENDYL (Applicant ) Hypotensive composition 
PENDIL (Opposer ) Medicinal preparation used for 


preparing emulsions of peni- 
cillin, ete. 


Opposition dismissed. There is no likelihood of confusion. 
JEANE SCOTT, LTD. v. LEVIN & CO. INC. 


(Tm. Bd. 4/16/59) 121 USPQ 229 
2.9—REGISTRABILITY—CONFUSING SIMILARITY 


Marks Products 
AMY SCOTT (Applicant ) Ladies’ dresses, ete. 
JEANE SCOTT (Opposer ) Ladies’, misses’ and juniors’ 


wearing apparel, etc. 


Opposition dismissed. scorr is a commonplace surname. There is no 
confusing similarity when marks are considered in their entireties. 
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IN RE THE DODGE CORK COMPANY, INCORPORATED 
(Tm. Bd. 4/16/59) 121 USPQ 229 (Case 2) 


2.11—REGISTRABILITY—DESCRIPTIVE TERMS 
2.13—REGISTRABILITY—EVIDENCE 
2.20—REGISTRABILITY—NAMES—EXPIRED PATENTS 
Mark Product 
VINYL-CORK (Applicant ) Cork tile 


Registration refused. Applicant itself uses mark as descriptive name 
for product; affidavits supporting claim of distinctiveness are not persua- 
sive since they are by distributors in close business association with appli- 
cant and do not establish that purchasing public recognizes term as 
indicating origin of applicant’s goods. Mark is such an apt name for 
applicant’s patented article that upon expiration of patent others will be 
entitled so to designate their goods. 


IN RE FILLER PRODUCTS, INC. 
(Tm. Bd. 4/16/59) 121 USPQ 231 


2.9—REGISTRABILITY—CONFUSING SIMILARITY 

3.81—REGISTRATION PROCEDURE—APPEALS—TRADEMARK BOARD 
Marks Products 

TOR-TOS (Applicant ) Cornmeal crackers or wafers 

TA-TOS (Registrant) Potato chips 

FRITATOS a Potato chips 

FRITOS 


“ 


Corn chips, canned goods 


Examiner found Tor-Tos confusingly similar to Ta-Tos; registration 
of Ta-TOs having since been canceled, appeal is dismissed as to this ground 
of refusal. No evidence indicating that purchasers would mistakenly 
assume mark applied for is a member of same “family” of Tos marks. 
Decision refusing registration reversed. 


IN RE VARI-KROM, INC. 


(Tm. Bd. 4/28/59) 121 USPQ 273 
2.13—REGISTRABILITY—EVIDENCE 


Design consisting of background material for paint can label on which 
applicant’s word trademark vARI-KROM appears refused registration as mere 
ornamentation not functioning as a trademark. Statements by dealers fail 
to establish that they rely on the alleged mark as indication of origin; 
such statements are insufficient to show that ultimate purchasers rely on 
alleged mark as a source designation. 
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J. STRICKLAND & CO. v. THE PROCTER & GAMBLE COMPANY 


(Tm. Bd. 4/28/59) 121 USPQ 274 


2.9—REGISTRABILITY—CONFUSING SIMILARITY 
2.13—REGISTRABILITY—EVIDENCE 


Marks Products 
ROYAL DRENE (Applicant ) Shampoo 
ROYAL CROWN (Opposer ) Cologne, hand lotions, ete. 
ROYAL CROWN (Opposer ) Sealp preparation 


with design 


Opposition dismissed in view of extensive use of DRENE by applicant 
prior to its adoption of ROYAL DRENE and in view of numerous third party 
registrations showing common use of ROYAL as component of marks for hair 
dressings and similar products. 





ACME CHEMICAL COMPANY v. RIGSBEE JANITOR SUPPLY COMPANY 
(Tm. Bd. 4/28/59) 121 USPQ 275 


2.9—REGISTRABILITY—CONFUSING SIMILARITY 


Marks Products 
MISTY-GLO (Applicant ) Liquid protective coating 
MISTO (Opposer ) Floor dressing 





Opposition dismissed. There is no likelihood of confusion. 





INTERNATIONAL MINERALS & CHEMICAL CORPORATION v. N. V. 
INTERNATIONALE CREDIET-EN HANDELS-VEREENIGING ‘‘ROTTERDAM” 


(Tm. Bd. 5/1/59) 121 USPQ 276 


2.9—REGISTRABILITY—CONFUSING SIMILARITY 


Marks Products 
INTERNATIO (Applicant ) Fertilizers 
INTERNATIONAL (Opposer ) Fertilizers 


Opposition sustained. There is likelihood of confusion. 


(tL 
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WILCO COMPANY v. SPRAY PRODUCTS CORPORATION 
(Tm. Bd. 5/1/59) 121 USPQ 277 
2.11—REGISTRABILITY—DESCRIPTIVE TERMS 
3.73—REGISTRATION PROCEDURE—OPPOSITION—EVIDENCE 


Expression 65° BELOW ZERO merely descriptive of priming fuel for 
starting diesel and gasoline engines. Opposition by competitor using iden- 
tical expression descriptively in advertising competing goods is sustained. 


REED BROTHERS, INC. v. CHEROKEE MANUFACTURING COMPANY 
(Tm. Bd. 5/1/59) 121 USPQ 278 


2.9—REGISTRABILITY—CONFUSING SIMILARITY 


Marks Products 


Representation of (Registrant ) Work clothes and dungarees 
Indian head on 
arrowhead 


Representation of (Cancellation-Petitioner) Work clothes 
Indian head 


Petition granted. There is likelihood of confusion. 


EAST TENNESSEE UNDERGARMENT CO., INC. v. PRIMROSE 
FOUNDATIONS, INC. 


(Tm. Bd. 5/1/59) 121 USPQ 280 


2.9—REGISTRABILITY—CONFUSING SIMILARITY 


Marks Products 


PRIMROSE (Interference senior Brassieres, corsets, etc. 
party) 


PRIMROSE (Interference junior Ladies’ and childrens’ panties 
party) 


Registration to junior party refused. There is likelihood of confusion. 
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BATORI COMPUTER COMPANY, INC. v. WEEMS SYSTEM OF NAVIGATION 
(Tm. Bd. 5/1/59) 121 USPQ 280 (Case 2) 


2.16—REGISTRABILITY—GRADE MARKS 


MARK II and similar terms are in common use as model or type designa- 
tions for navigational devices and the like. Opposition by competitor using 
identical expression sustained and registration of WEEMS AIRCRAFT PLOTTER, 


MARK II is refused. 


DAVID BERG & COMPANY v. CHICAGO CORNED BEEF CORPORATION 
(Tm. Bd. 5/1/59) 121 USPQ 281 


2.9—REGISTRABILITY—CONFUSING SIMILARITY 
2.13—REGISTRABILITY—EVIDENCE 


Marks Products 


PAPA DAVID’S (Applicant ) Corned beef 


DAVID BERG (Opposer ) Corned beef 


Opposition dismissed. There is no likelihood of confusion. Letters 


from distributors to opposer asserting confusion among customers, which 
were solicited by opposer, are mere hearsay and have no probative value. 


IN RE SUPERIOR ELECTRIC CO. 
(Tm. Bd. 5/1/59) 121 USPQ 282 


2.9—REGISTRABILITY—CONFUSING SIMILARITY 


Marks Products 
SUPERIOR (Applicant) Electric light dimmers, power 
supply equipment, ete. 
SUPERIOR (Registrant ) Electric sign flashers, incandes- 


cent lamps, etc. 


Decision refusing registration affirmed. There is likelihood of con- 


fusion. 
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THE BORDEN COMPANY v. NOPCO CHEMICAL COMPANY 
(Tm. Bd. 5/1/59) 121 USPQ 283 


2.9—REGISTRABILITY—CONFUSING SIMILARITY 
2.13—REGISTRABILITY—EVIDENCE 


Marks Products 
POLYMUL (Applicant ) Polyethylene emulsions 
POLYCO (Opposer ) Resin emulsions 


Opposition dismissed in view of third-party registrations and adver- 
tisements from technical journals showing common use of POLY as compo- 
nent of marks for similar products and in view of fact that products 
normally would be bought by purchasing agents of industrial concerns. 


SCOTT PAPER COMPANY v. STATLER TISSUE CORPORATION 
(Com'r 6/10/59) 121 USPQ 585 


2.9—REGISTRABILITY—CONFUSING SIMILARITY 

Marks Products 
STAT-LINS (Applicant ) Paper napkins 
SCOTKINS (Opposer ) Paper napkins 

Although applicant’s original package simulated that of opposer, so 
that marks as used on the goods were confusingly similar, the facts as they 
existed at the time of trial do not support a conclusion of confusing simi- 
larity. Dismissal of opposition affirmed. 


E. L. BRUCE COMPANY v. AMERICAN TERMICIDE COMPANY, INC. 
(Com'r 6/10/59) 121 USPQ 586 


2.9—REGISTRABILITY—CONFUSING SIMILARITY 
2.13—REGISTRABILIT Y—EVIDENCE 


Marks Products 
TERMICIDE (Applicant ) Exterminating services 


TERMICIDE (Registrant ) Wood preservative 
TERMINIX (Opposer-Petitioner) Termite control services 
TERMINIX (Opposer-Petitioner) Insecticides 


Third party registrations and classified telephone directories indicate 
that purchasers rely on the full mark and not on the component TERM or 
TERMI to distinguish—no likelihood of confusion. Dismissal of opposition 
and cancellation petition affirmed. 
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THE AMERICAN DISTILLING COMPANY v. SUPREME WINE CO., INC. 
(Tm. Bd. 6/2/59) 121 USPQ 589 


2.9—REGISTRABILITY—CONFUSING SIMILARITY 


Marks Products 
SUPREME NO. 1 (Applicant) Vodka 


BOURBON SUPREME (Opposer ) Bourbon whiskey 


Vodka and bourbon, if sold under similar marks, would be attributed 
to a single source; SUPREME is the most prominent and distinguishing 
feature of each of the marks involved; hence, confusion is likely. Opposi- 
tion sustained. 


IN RE KIMBERLEY-CLARK CORPORATION 
(Tm. Bd. 6/2/59) 121 USPQ 590 
3.3—REGISTRATION PROCEDURE—DISCLAIMERS 
Application for registration of NEENAH ERASABLE BOND for bond paper 


refused unless ERASABLE BOND is not merely disclaimed but removed from 
the drawing. 


HOUSE OF WORSTED-TEX, INC. v. SUPERBA CRAVATS, INC. 
(Tm. Bd. 6/2/59) 121 USPQ 590 (Case 2) 


2.9—REGISTRABILITY—CONFUSING SIMILARITY 


Marks Products 
IVY HALL (Applicant) Neckties 


IVY LOOM (Applicant) Neckties 
IVY LEAGUE (Opposer ) Men’s suits, topcoats, etc. 


Oppositions dismissed. There is no likelihood of confusion. 


IN RE CROWN ZELLERBACH CORPORATION 
(Tm. Bd. 6/2/59) 121 USPQ 591 


2.9—REGISTRABILITY—DESCRIPTIVE TERMS 
2.13—REGISTRABILITY—EVIDENCE 


Advertisements by applicant and its competitors show that “poly” in 
the packaging materials field is synonymous with “polyethylene”; PoLy 
PAPER is an apt descriptive name for polyethylene coated paper; registra- 
tion refused. 
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IN RE W & G UGANDAGRASS 
(Tm. Bd. 6/10/59) 121 USPQ 592 
3.3—REGISTRATION PROCEDURE—DISCLAIMERS 





UGANDAGRASS being the common descriptive name of the product and 
displayed separately from w & @ rather than integrated therewith, mere 
disclaimer of UGANDaGRass is insufficient and registration of w & G@ UGANDA- 
GRass is refused unless UGANDAGRASS is removed from the drawing. 


IN RE L. M. LEATHERS’ SONS 
(Tm. Bd. 6/10/59) 121 USPQ 593 


2.7—REGISTRABILITY—COLOR MARKS 
2.16—REGISTRABILITY—GRADE MARKS 























Color red applied to latex strip on pants guard does not function as 
trademark ; applicant uses red strip to denote its standard grade of pants 
guards and to differentiate them from its premium grade, which has a blue 
strip. Registration refused. 


HARRY LANG MFG. CO. v. GAY SPRITES, INC. 
(Tm. Bd. 6/10/59) 121 USPQ 594 
2.9—REGISTRABILITY—CONFUSING SIMILARITY 








Marks Products 
GAY SPRITES (Applicant) Children’s shirts, jumpers, 
blouses, jackets, etc. 
GAY-KINDREDS (Opposer ) Infants’, girls’, and misses’ 


slacks, jackets, ete. 
Opposition dismissed. There is no likelihood of confusion. 


LAUB v. INDUSTRIAL DEVELOPMENT LABORATORIES, INC. 
(Tm. Bd. 6/10/59) 121 USPQ 595 


2.22—REGISTRABILITY—PERSONAL NAMES 
2.25—REGISTRABILITY—RIGHT TO REGISTER 


Mark consists of name of opposer, who is inventor of goods made by 
applicant pursuant to sub-license under patent; applicant admits it has 
not obtained opposer’s written consent to registration; applicant’s claim 
of estoppel is irrelevant in view of provisions of Section 2(¢). Motion for 
summary judgment granted ; opposition sustained. 
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THE AMERICAN DISTILLING COMPANY v. SUPREME WINE CO., INC. 


(Tm. Bd. 6/2/59) 121 USPQ 589 
2.9—REGISTRABILITY—CONFUSING SIMILARITY 


Marks Products 
SUPREME NO. 1 (Applicant ) Vodka 
BOURBON SUPREME (Opposer ) Bourbon whiskey 


Vodka and bourbon, if sold under similar marks, would be attributed 
to a single source; SUPREME is the most prominent and distinguishing 
feature of each of the marks involved; hence, confusion is likely. Opposi- 
tion sustained. 


IN RE KIMBERLEY-CLARK CORPORATION 
(Tm. Bd. 6/2/59) 121 USPQ 590 
3.3—REGISTRATION PROCEDURE—DISCLAIMERS 
Application for registration of NEENAH ERASABLE BOND for bond paper 


refused unless ERASABLE BOND is not merely disclaimed but removed from 
the drawing. 





HOUSE OF WORSTED-TEX, INC. v. SUPERBA CRAVATS, INC. 
(Tm. Bd. 6/2/59) 121 USPQ 590 (Case 2) 


2.9—REGISTRABILITY—CONFUSING SIMILARITY 


Marks Products 
IVY HALL (Applicant ) Neckties 
IVY LOOM (Applicant ) Neckties 
IVY LEAGUE (Opposer ) Men’s suits, topcoats, etc. 


Oppositions dismissed. There is no likelihood of confusion. 





IN RE CROWN ZELLERBACH CORPORATION 
(Tm. Bd. 6/2/59) 121 USPQ 591 


2.9—REGISTRABILITY—DESCRIPTIVE TERMS 
2.13—REGISTRABILITY—-EVIDENCE 


Advertisements by applicant and its competitors show that “poly” in 
the packaging materials field is synonymous with “polyethylene”; PoLYy 
PAPER is an apt descriptive name for polyethylene coated paper; registra- 
tion refused. 
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IN RE W & G UGANDAGRASS 
(Tm. Bd. 6/10/59) 121 USPQ 592 


5.9 —REGISTRATION PROCEDURE—DISCLAIMERS 


UGANDAGRASS being the common descriptive name of the product and 
displayed separately from w & a rather than integrated therewith, mere 
disclaimer of UGANDAGRASs is insufficient and registration of w & G UGANDA- 
GRASS is refused unless UGANDAGRASS is removed from the drawing. 


IN RE L. M. LEATHERS’ SONS 
(Tm. Bd. 6/10/59) 121 USPQ 593 


2.7—REGISTRABILITY—COLOR MARKS 
2.16—REGISTRABILIT Y—GRADE MARKS 

Color red applied to latex strip on pants guard does not function as 
trademark; applicant uses red strip to denote its standard grade of pants 
guards and to differentiate them from its premium grade, which has a blue 
strip. Registration refused. 


HARRY LANG MFG. CO. v. GAY SPRITES, INC. 
(Tm. Bd. 6/10/59) 121 USPQ 594 


2.9—REGISTRABILITY—CONFUSING SIMILARITY 
Marks Products 


GAY SPRITES (Applicant) Children’s shirts, jumpers, 
blouses, jackets, ete. 


GAY-KINDREDS (Opposer ) Infants’, girls’, and misses’ 
slacks, jackets, ete. 


Opposition dismissed. There is no likelihood of confusion. 


LAUB v. INDUSTRIAL DEVELOPMENT LABORATORIES, INC. 
(Tm. Bd. 6/10/59) 121 USPQ 595 


2.22—REGISTRABILIT Y—PERSONAL NAMES 
2.25—REGISTRABILITY—RIGHT TO REGISTER 

Mark consists of name of opposer, who is inventor of goods made by 
applicant pursuant to sub-license under patent; applicant admits it has 
not obtained opposer’s written consent to registration; applicant’s claim 
of estoppel is irrelevant in view of provisions of Section 2(c). Motion for 
summary judgment granted ; opposition sustained. 





